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CREDIT, CURRENCY AND PRECIOUS METALS. 


Sec. 1. In the last number of this Magazine, we endeavored to ascer- 
tain the connection between the phenomenon of a rise of prices and an 
increase of the supplies of gold; as, likewise, what connection, if any, 
existed between the same order of events and bank notes. The rise of 
prices, as connected with increased supplies of the precious metals, we 
found to apply only to average prices, throughout extended periods: of 
time; and that temporary prices, which are those more immediately in 
question, were not affected by bank notes; or, rather that bank notes 
could not be so increased as to produce a rise of prices, not being a cause 
thereof, but an effect. But in this part of the discourse in which we 
propose to treat of the third element in the theory of a rise of prices, 
namely, the effects produced by credit, we enter upon a wider field of 
investigation, and the subject assumes a much more extensive scope and 
aspect. 

It seems to be the opinion of many writers upon the currency, that 
credit is not amenable for any of the evils which accompany a commercial 
crisis, except in so far as it is used as a substitute for money in the various 
operations of banking. But the smallest consideration will show us that 
this branch of the ramifications of credit, compared with all its other ope- 
rations, has the slightest detrimental effect upon mercantile affairs. “I 
apprehend,” says the most distinguished living political economist, Jou 
Stuart Mix1, “that bank notes, bills or checks, as such, do not act on 
prices at all. What does act on prices, is credit ; in whatever shape given, 
and whether it gives rise to any transferable instruments capable of passing 
into circulation or not.” A consideration of the real nature of credit will 
convince us of the perfect truth of this principle. 
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It might seem, at first sight, that the extended use of credit, whereby 
one person may have the use for a length of time of a capital not his own, 
is, in reality, equivalent to an increase of capital; but it is clear that if A. 
loans a capital to B. for a given time, while B. has the use of it in addition 
to what he has of his own, A. cannot have the use of it; while B.’s 
power of employing capital is increased, A.’s is just as much diminished. 
“ All capital,” as Mr. Mitt says, “(not his own) of which any person has 
really the use, is, and must be, so much subtracted from the capital of 
some one else.” 

In order to place this in a strong light, we have only to inquire by 
what means capital may be increased, and it is evident that eapital cannot 
be increased in any other manner than by the agency of labor. Capital 
is materials which have been produced, and which may be further 
produced; that is, their value increased by labor, and in no other way. 

Now, if labor is the only means by which capital may be increased, no 
number of transfers of capital from one person to another can amount to 
an increase of that capital. But if we state the axiom that if a certain 
capital be productively employed twice in a given time, it is equivalent to 
a capital of double its value employed once in the same time and in the 
same manner, it might seem at first sight that this is precisely what takes 
place under a credit system. Let us see. 

Suppose A. and B. have each a capital of one thousand dollars; if it is 
productively employed, say for eight months, no more can be employed, 
whether they each employ it themselves, or whether one transfers his 
portion to the other for employment. Two thousand dollars, and no 
more, can be employed eight months under either supposition; and the 
same principle holds good if extended to any number of individuals. 

The only question that can arise, however, under this theory, is one not 
affecting the principle, but concerning the ability of the individuals. A. 
may not care to employ his capital productively; or B. may have a facul- 
ty or the opportunity of employment which A. has not. Under these cir- 
cumstances, it is manifestly of advantage te the community that A. should 
grant B. the permission to use his capital. In consequence of this system 
it transpires, that in a community where credit is extensively used, all the 
capital thereof becomes employed, even those portions which individuals 
are obliged to keep about them to meet accruing payments. These 
become deposited with the bankers, who loan them again to those in 
want of the use of capital, holding themselves liable, however, to return 
them whenever they shall be demanded. Suppose a banker has one 
hundred depositors, and the balances of the deposits and drawings of all 
these depositors amount to a yearly average of say $50,000, the banker 
has the continual use of this $50,000. These are operations of credit— 
the same as the transfer of merchandise upon credit. 

It is held, however, by a class of financiers in France, that there is 
always a vast quantity of capital absolutely desirous of being employed, 
and yet which, from the absence of a generally acknowledged centre of 
action, must remain from year to year in a state of idleness. There is no 
doubt that this has allusion to the hoards which are, or have been, held 
to an extraordinary extent in France, from the fear of risk which the 
primitive character of commercial operations in the different departments 
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of that country has not entirely, even at this day, dissipated. Now, it 
occurred to these men that by the foundation of a sort of national insti- 
tution, whereby these hoards might be drawn forth and transferred to the 
institution under its guarantee, that the activity of industry in France 
might be greatly increased. The result of these views was the establish- 
ment, in 1852, of that singular institution called the Crédit Mobilier 
Company. , 

The idea of the origin of the Crédit Mobilier, says Isaac PEreire, one 
of its founders, was the insufficiency of the means of credit for the devel- 
opment of the great industrial resources of the country, and the isolation 
to which the financial forces were reduced from the absence of a centre 
sufficiently powerful to bind them together. Not only were these ideas 
embodied in the establishment of this company, but a system of finance 
was adopted by the government which had for its result the same object. 
I allude more particularly to the method of raising money on loans taken 
by national subscription. The national debt of France has been increased 
under the present government 1,500,000,000 frances by loans of 1854-5, 
to carry on the Crimean war, 500,000,000 for the Italian war, to say 
nothing of transfers that have been effected from the floating to the funded 
debt, arising from excess of expenditure over income, which may very 
easily occur from an annual budget of 1,700,000,000 or 1,800,000,000 
francs. These loans were all taken by national subscription in sums as 
low as 333% francs, or, say 67 dollars, with an eagerness on the part of 
the subscribers perfectly unparalleled ; and the greater part of them were 
no doubt drawn from the private hoards to which allusion has been made, 
for it is said that the peasantry in the departments brought their sub- 
scription money in bags and stockings. The Crédit Mobilier Company 
was also a very large subscriber. It would really seem from the cireum- 
stances, and taking into consideration the facilities which this company 
has afforded for the construction of railways, and other employments 
requiring a large absorption of floating capital, that the assumption of 
the founders of the Crédit Mobilier was not without a firm foundation. 

But while such schemes may, from the nature of the case, be successful 
in France, where credit is, or has been, prior to the existence of the 
present government, exerted to a very limited extent, it is not so apparent 
that in a country like the United States or England, where credit is rami- 
fied into all the departments of production and commerce, and where, 
moreover, there is an absence of the centralizing influence of such a 
government as that of Lovis Bewararre, that there are in reality wanting 
obvious means or channels into which unemployed capital readily flows. 
We must believe that all, or nearly all the capital in countries where credit 
is extended, as it is in our own, readily finds the means of employment. 

Sec. 2. Of the Absorption of Circulating Capital intoa Fixed State.— 
It is important in our investigations to distinguish between fixed and 
floating or circulating capital. Fixed capital is but the permanent invest- 
ment of circulating capital. If a man has 10,000 dollars in promissory 
notes or merchandise, it is circulating; if he invests the proceeds of these 
notes or merchandise by lending them, say to a rail-road company, and 
taking a bond payable in ten or twenty years, and the rail-road company 
lays it out on improvements or in the purchase of a steam engine, it then 
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becomes fixed capital. Suppose 10,000,000 dollars be thus loaned to a 
rail-road company and a road be built, the ten millions of circulating 
capital will be fixed in the various equipments of the road. Suppose it be 
discovered, in course of time, that the rail-road yields no profit, and conse- 
quently is unable to pay dividends, how is it to refund the 10,000,000 
dollars at maturity? It cannot do so, and the ten millions of circulating 
capital will become a dead loss; the bonds will gradually depreciate to 
nothing on the stock exchange, and the loss will come on the holders. 
Suppose a mania to arise for the building of rail-roads, by which two or 
three hundred millions of dollars should become transferred from the cir- 
culating capital of the community to the fixed capital: on the supposition 
that all this circulating capital had been employed previously, it must 
evidently be taken from employments in existence. It must, therefore, 
cramp those employments; it must cause the individuals who possessed 
it to be borrowers; and with less loanable capital in the market to meet 
the demand, there is an increase of the number of borrowers for the 
diminished amount. Interest, therefore, must rise, the premonitory 
symptom of a tightness in the money market, and a commercial crisis 
might result from this mere absorption of circulating into fixed capital. 
The crisis in 1847 in England seems to have been brought about as much 
through this cause as any. 

The report of the committee of the House of Lords, appointed to 
inquire into the causes of the financial distress of 1847, contains the fol- 
lowing as among the causes of that distress: 

“A sudden and unexampled demand for foreign corn, produced by a 
failure in many descriptions of agricultural produce throughout the Uni- 
ted Kingdom, coincided with the unprecedented extent of speculation, 
produced by increased facilities of credit and a low rate of interest, had 
for some time occasioned overtrading in many branches of commerce. 
This was more especially felt in rail-roads, for» which calls to a large 
amount were daily becoming payable, without corresponding funds to meet 
them, except by the withdrawal of capital from other pursuits and invest- 
ments,” 

From the examination of the Governor and Deputy-Governor of the 
Bank of England, the causes are thus set forth: 

“An unprecedented large importation of food, caused by a deficient 
harvest, required in payment the export of a large amount of bullion, to 
the extent of about £7,500,000 from the coffers of the bank, and proba- 
bly not less than £1,500,000 from other sources—together, £9,000,000. 
From this great reduction in the available capital of the country, in addition 
to the still larger amount invested in railway expenditure, acting suddenly 
upon a previous high state of credit and excessive speculation, arose the 
pressure in the money market.” 

Mr. G. W. Norman, one of the directors of the bank, was asked what 
were the causes of the pressure on commeree in the spring and autumn 
of 1847. He replied: 

“T consider that the causes which produced the pressure upon commerce 
in the spring of last year, and in the autumn, were the potato disease 
and the failure of other crops, the vast absorption of capital arising from 
the railways, and considerable overtrading in some branches of commerce.” 
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But without further inquiry, the principles of the case will convince us 
that an extensive absorption of capital from the floating to the fixed state, © 
may very easily be, and, in point of fact, has been a fruitful source of 
commercial embarrassments. 

Sec. 3. In the present condition of transactions in the commercial 
world there always is, and must necessarily be, as long as the system lasts, 
avast quantity of floating debt resting upon no more stable foundation 
than the existence of confidence or credit. Suppose, for instance, that 
the sum of these debts at a given time be a thousand million dollars, and 
suppose this is only a fair average without any undue expansion. Now, 
not only is it necessary for the success of commercial operations that this 
credit should exist—it is equally necessary that it contenue. Let us sup- 
pose, now, that all this amount would be called for at a given time; the 
foundation or credit would crumble, and the superstructure with it, for 
the superstructure cannot be wider than the base. But what is the form 
in which it would be demanded? Evidently in the form of ready: money 
—and this brings forward an interesting problem. It is very clear that 
there is not at any one time in the community, sufficient of a circulating 
medium to cancel the debits and credits; but it is equally clear that as all, 
or nearly all, the goods are destined for final consumption, and as consumers 
make payments almost invariably in such a circulating medium as bank 
notes, or gold and silver, that in time all these goods are really bought 
and paid for in such a circulating medium; the inequality between the 
circulating medium and the goods being made up by the greater number 
of times that the circulating medium changes hands. 

Before fully unfolding the conditions of this case, we must understand 
that the quantity of goods passing through the hands of dealers cannot 
exceed the quantity which shall be demanded by the consumers. The 
same goods may, in the wholesale way, pass through many different hands 
and give rise to as many different debits and credits, but the ultimate regula- 
tor must be the demands for final consumption, and the chain of debts 
and credits must begin to be unlinked by the payments of the consumers 
to that dealer who brings them within their reach. This principle was 
luminously stated by Apam Smrru, but has been lost sight of by many 
succeeding economists. 

The conditions of the phenomenon, as near as I can state them, would | 
be these: The value of goods in circulation we have seen to be equiva- 
lent to the money multiplied by the number of times it changes hands in 
circulating those goods; but the amount of the purchases upon credit do 
not enter into circulation except by driblets as they are sold for consump- 
tion, At the time these purchases are made there is, therefore, no 
demand for money to circulate them, because they are purchased upon 
credit, and no acknowledgment passes. Money comes into play only 
when those goods are, in point of fact, bought and paid for at the time of 
purchase, that is, in all retail transactions between consumers and dealers 
and in wholesale transactions, where there is no credit allowed. But for 
all that vast movement which takes place upon credit, there is no demand 
at the time for a circulating medium. But not only is there not at that 
tme a demand for more of the circulating medium on the basis of these 
credit transactions; there is no additional demand at any succeeding time, 
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so long as these credits are not called for before maturity, or are not un- 
duly expanded, and so long as confidence remains unimpaired. Because 
the money will have space during the term of: the credit to circulate a 
greater number of times, and consequently will effect a greater number of 
payments, which greater number of payments are these very purchasers 
5 credit ; for if the number of times the money changes hands, multi- 
plied by its amount, is equivalent to the value of the merchandise, the 
money will change hands oftener in a greater than in a less space of time, 
and will circulate a greater value of goods; and if the same amount of 
money will circulate a greater amount of merchandise in a greater than in 
a less space, to circulate the merchandise bought upon a term of credit, 
but which gradually goes into circulation until the whole of it reaches the 
consumers, will, under a healthy condition of trade, require no addition to 
the circulating medium. 

But in the extreme case which we have supposed, there would be an 
additional amount of money necessary to make a thousand million dollars 
’ more payments than if things had gone on with their accustomed regular- 
ity. The basis upon which these payments were demanded was the 
merchandise which had been sold on credit. It is clear these purchasers 
had not the money to make these payments, or they would have bought 
for cash, and availed themselves of the customary discount ; but if there 
is not enough money to make the payments, one of two series of phenom- 
ena must transpire. Either the money in circulation must be invested 
with greater activity to effect a greater amount of payments, or the 
whole amount of goods on sale, including those purchased on credit, must 
fall in value to the aggregate value they bore before this addition. Now 
it is clear that the first could not in practice be accomplished, for the only 
way in which the money could be invested with additional rapidity, in a 
given state of things, would be by every one immediately increasing their 
expenditure, that is, by making the purchases that they were accustomed 
to make in a given time, in a much shorter time, which could only be ef- 
fected by such a revolution in economical affairs as cannot enter into the 
calculation; the adjustment would, therefore, be effected in the second 
order of phenomena, and there would be a Joss to the community of the 
whole amount of the thousand million dollars. 

In order more clearly to illustrate this phenomenon, we have purposely 
taken an ideal extreme case. Now, in a commercial crisis, which this 
would in reality be, the demand is not made for these purchases on credit 
before the term of credit expires, but the usual amount of credit is with- 
held, and the crisis is not brought on in the form we have written, but by 
the dealers buying more than the consumers shall demand before the term 
of credit expires. But in either case the crisis displays itself in the same 
form—an active demand for ready money, which the condition of things 
will not allow to be gratified. In order to understand fully the principles 
here stated, it must be clearly assumed, as before shown, that the quantity 
of the goods circulated between dealers cannot exceed the quantity de- 
manded by the consumers; if the goods offered for sale do exceed that 
limit, they must fall in value, and vice versa. 

Sxc. 4. Economists have occupied themselves a great deal with the 
question of a power of purchase, and the extension of this power by the 





1859.] Credit, Currency and Precious Metals. 423 


introduction of banking, has been much animadverted upon by theorists 
like Col. Torrens, and his immediate colleagues and disciples. The 
highest authorities to whom we are now accustomed to refer, however, have 
decided that the influence of banks in this particular is altogether imag- 
inary; and it is the opinion of Joun Fuitartoy, Tomas Tooxe and 
Joun Stuart Mri1, that the power of purchase may be exerted to an in- 
conceivable and altogether to a speculative extent, without any aid what- 
ever-from banks. It is only, as we may say, on the reflex of these 
extensive purchases that bank aid is invoked, which then is most generally 
withheld and the parties ruined. We may introduce, with advantage, 
the following passage from Mr. Tooxe’s History of Prices, vol. 4, pp. 125, 
126, with regard to speculative purchases: 

“ Application to the Bank (of England) for extended discounts occur 
rarely, if ever, in the origin or progress of extensive speculations in 
commodities. These are entered into for the most part, if not entirely, 
in the first instance, on credit for the length of time usual in the several 
trades; thus entailing on the parties no immediate necessity for borrow- 
ing so much as may be wanted for the purpose beyond their own available 
capital. This applies particularly to speculative purchasers of commodi- 
ties on the spot, with a view to resale. But these generally form the 
smaller proportion of engagements on credit. By far the largest of those 
entered into on the prospect of a rise of prices, are such as have in view 
importations from abroad. The same remark, too, is applicable to the 
export of commodities. When a large proportion is on the credit of the 
shippers or their consignees, as long as circumstances hold out the pros- 
pect of a favorable result, the credit of the parties is generally sustained. 
If some of them wish to realize, there are others with capital and credit 
ready to replace them; and if the events fully justify the grounds on 
which the speculative transactions were entered into, (thus admitting of 
sales for consumption in time to replace the capital embarked,) there is 
no unusual demand for borrowed capital to sustain them. It is only 
when by the vicissitudes of political events or of the seasons, or other ad- 
ventitious circumstances, the forthcoming supplies are found to exceed 
the computed rate of consumption, and a fall of prices ensues, that an in- 
creased demand for capital takes place; the market rate of interest then 
rises, and increased applications are made to the Bank of England for 
discount.” 

While the static power of purchase, therefore, depends upon the real 
capital of the individual and the ‘healthy prospects of trade, its dynamical 
power, (if I may use this mechanical antithesis,) may be exerted to any 
extent which that individual’s sanguine ideas may suggest, or the facility 
with which he may obtain credit will allow. Suppose that—to assume a 
strong case—all the merchants of New-York, taking a sanguine view of 
the prospect of trade, should conclude to buy for their spring business 
twice as many goods as was their custom. There would clearly be no 
limit to the general exercise of this power of purchase but the quantity 
of goods in the market, and if the goods were likely to be exhausted be- 
fore all the purchasers were satisfied, goods would experience a very 
marked rise of price. So far, the operation would be altogether indepen- 
dent of any agency on the part of the banks, as it would be fairly 
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presumable that far the greater portion of these purchases would be upon 
credit. But suppose that in the mean time it became apparent that the 
sanguine view thus acted upon is altogether fallacious ; that the merchants 
find that they cannot dispose of any more goods than heretofore ; that, in 
short, the demands of the consumers are not greater than they were. 
When the term of credit, therefore, expires, the merchants are left with 
large stocks of goods on their hands, the payments for which have accrued 
due. Immediately, as with one impulse, there is an extraordinary demand 
for ready money; the banks are besieged for loans; all sorts of securities 
are pledged; money, as it is technically called, becomes tight, and there 
is uneasiness perceptible in the whole commercial community. Inasmuch as 
the means of banks and bankers are generally at all times fully employed, 
they cannot respond to an extraordinary additional simultaneous demand. 
Some must remain unappeased, and as their impending liabilities can be 
got rid of only by actual payment or failure, the latter must be the result. 
The failure of one or two, where all are interlinked in the chain of credit, 
brings universal distress, and a commercial revulsion, with all its attendant 
phenomena, is the climax of these various processes. 

A general review of the positions assumed in this and the preceding 
a:ticles may perhaps be construed into a panegyric of the present system 
of banking; such, however, is not the object intended. The purpose was 
merely to exhibit the actual course of things under the prevailing system 
of transacting business; the question of improvement has been delibe- 
rately abstained from. But the actual condition of the phenomena is 
necessary to be understood before any luminous views of an improvement 
of the credit system can be entered upon, and I am persuaded that the 
theorists who have suggested improvements, are, as far as I am able to 
perceive, ignorant of the real action of that system. Those whose views 
are sufficiently enlarged to enable them to perceive wherein the present 
order is defective, are aware that the present condition of things has so 
grown upon the public mind as to present almost insuperable obstacles to 
improvements, and that it is almost impossible to procure a sufficiently 
general movement to enable such improvements to be practically effective. 

If changes for the better are to be effected, they are not to be made in 
a backward but in a forward form; not by a return to a metallic currency, 
which is the most absurd proposition before the economical world, but by 
additions to the checks and balances of the credit system ;—and these 
checks and balances are not to be made in an arbitrary, legislative form, 
but by full permission to the commercial world to regulate its own ways 
and means. Until all men are willing to take a just and philosophical view 
of the subject in its many bearings, it is useless to hope for any radical 
reforms ; at the same time that such reforms are, in view of the prevalence 
of periodical commercial disasters, manifestly desiderata. 
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LEGAL MISCELLANY. 
BANK CHECKS—FAILURE. 


Ix the Circuit Court of Washington, D. C., the jury in the case of 
Ricuarp Situ, (Cashier of the Bank of the Metropolis,) against JamEs 
O’Brien, gave a verdict, under the instruction of the court, for plaintiff, 
awarding damages in $1,150, with interest from September 18, 1858, and 
cost of protest, $1 75. As the principle involved is of some importance 
to the business community, we give the circumstances of the case as re- 
ported in the National Intelligencer : 

“On Saturday, the 18th day of September, 1858, about the hour of 1 
o’clock, P. M., O’Brien, the defendant, called at the Bank of the Metrop- 
olis for the purpose of paying a draft then and there due and payable. A 
portion of the draft was paid by a check on the Bank of Chubb Brothers. 
This check was retained by the Bank of the Metropolis until the follow- 
ing Monday. On that day, about 11 A. M., it was presented at the Bank 
of Chubb Brothers for payment. Chubb Brothers having failed in the 
mean time, payment of the check was refused, and the same was duly pro- 
tested. The question presented for the consideration of the court was, 
whether the bank had used reasonable diligence in the presentation of the 
check, and whether the same should not have been presented on Saturday, 
it being proved that on that day the defendant had funds in the hands of 
Chubb Brothers subject to his order, and more than sufficient for the pay- 
ment of his check, and that the said draft would have been paid if it had 
been presented on that day. 

“The court decided that the bank was justified in retaining the cheek 
until Monday, that being the next business day, and that its presentation 
and non-payment on that day made the defendant responsible to plaintiff 
in the action. A verdict was accordingly rendered for the plaintiff, as 
above stated. Exceptions were taken, with a view to carrying the case to 
the Supreme Court. Caruiste and Maury for plaintiff; Daviner and 
Ennis for defendant.” 

This point has been fully decided in the courts of this State. Judge 
Srory also lays it down in his Commentaries as follows: 

“If the payee or holder of a check receives it immediately from the 
drawer, in the same town or city where it is payable, he is bound to pre- 
sent it for payment to the bank or bankers, at furthest, on the next 
succeeding secular day after it is received, before the close of the usual 
banking hours. He may, however, although he is not bound so to do, 
present it for payment on the same day on which it is drawn or delivered 
to him, but he is at liberty to wait until the next succeeding day.” 

Cuirty, also, in his work on Bills, Notes and Checks, which by all is 
acknowledged as a standard authority, says: 

“ With respect to a check on a banker, it is now settled, that it suffices 
to present it for payment to the banker at any time during banking hours 
on the day after it is received. No laches can be imputed to the holder 
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in not presenting it for payment early on the second day, although the 
bankers paid drafts until a later hour and then stopped payment.” (See 
Bankers’ Magazine for cases bearing on this point, 1858-9.) 

The decisions of our courts are to the same effect, and the practice in 
large cities is universally to the same effect. 


LIABILITY OF BANKS—DEPOSITED CHECKS NEED NOT BE PRESENTED FOR 
PAYMENT THE DAY OF THEIR DEPOSIT. 


The case of Hooxer, President Continental Bank, New-York, vs. 
FRANKLIN, lately decided in the New-York Superior Court, has an impor- 
tant bearing upon the every-day occurrence of deposits of checks in 
bank. It is interesting to know, when we are contemplating the balance 
in our favor, which the deposit book may show, whether the balance is 
real or fictitious. To know when the bank really becomes liable to us for 
the checks of other parties, that we may have deposited with them, and 
which appear to our credit in the bank book. This case establishes the * 
doctrine, that although a bank receives the check of a third person from 
the hands of a customer, on deposit, for collection, and credits such cus- 
tomer’s account with the amount of its face, it does not undertake to use 
greater than ordinary diligence in its collection. 

It does not undertake to present the check for payment the day of its 
deposit ; nor is the bank guilty of negligence, if, in presenting it for pay- 
ment, they conform to the regular and established course of business in 
such cases, though in such regular course the check would not be 
presented until the day after its deposit. The facts of this case were as 
follows : 

A check was drawn by the Chicago, St. Paul and Fond du Lac Rail- 
Road Company on the American Exchange Bank, in favor of J. W. 
Currier, and by him endorsed to defendant, JosepH F. Franxuin. 
FRANKLIN was a customer of the Continental Bank, and, therefore, en- 
dorsed the check, and deposited it with the Continental Bank on the day 
it was endorsed to him. The bank credited Franxurn’s account with 
the amount of the check, but did not present it to the American Exchange 
Bank until the next day, when it was sent through the Clearing-House, 
according to the established usage of the banks of the city of New-York. 
The American Exchange Bank refused to pay the check, and immediately 
returned it to the Continental Bank. The Continental Bank then sued 
Frank in for the amount of the check. 

It was urged, upon the appeal, that the plaintiffs should have presented 
the check for payment to the American Exchange Bank on the day of its 
deposit with them, there being in the American Exchange Bank, at that 
time, funds sufficient to pay the check, and that as the plaintiffs did not so 
present the check, the defendant was exonerated from all liability to the 
plaintiffs for the amount of the check. 

Judge Boswortu, in delivering the opinion of the court, said: The de- 
fendant kept an account with the Continental Bank, and on depositing 
with that bank, on the 15th of April, 1857, the check in question, received 
credit forits amount. The Continental Bank, in its proceedings to obtain 
payment of the check, conformed to the established usage of the banks in 
the city of New-York, and the customary course of business in such cases. 
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The Continental Bank did not undertake, expressly or by implication, to 
exercise or subject itself to the duty of exercising any greater diligence to 
obtain payment of the check. It passed through the Clearing-House to, 
and was presented at, the American Exchange Bank, on which it was 
drawn, soon after that bank opened on the 16th. 

That bank refused to pay it, and returned it to the Continental Bank 
about 12 o’clock of that day. The defendaht was immediately and per- 
sonally notified of these facts; the defendant said there must be some 
mistake in the matter, and he would see to it immediately. * * * 
When a case presents no peculiar circumstances, laches cannot be institu- 
ted to the holder of a check, as between him and his immediate endorser, 
merely because he does not present it until the day after he received it. 
(Merchants’ Bank vs. Spicer, 6 Wend. 433; Gough vs. Staats, 13 Jd. 549.) 

Certainly no daches can be imputed to a depositary, receiving it for pre- 
sentment and collection, who, on presenting it on the next day after its 
receipt, acts in conformity with the regular and established course of 
business in such cases. 

A rule which required all banks in the city of New-York to present for 
payment all the checks deposited by their customers, on the day of their 
deposit, would compel them to decline business of that character, and de- 
feat the objects in many eases for which deposits are made, and put an 
end to certain facilities, which result from obtaining credit for the amount 
of a check, for the day of its deposit, without providing for its payment 
until the following morning. 

The transactions at the Clearing-House did not operate as a payment of 
the check by the American Exchange Bank, nor make it the duty of that 
bank to credit the amount of it to the Continental Bank. Giving to the 
transaction that effect, would be in direct conflict with the established 
course of business * * * There was no evidence that the Conti- 
nental Bank received the check as a purchaser and at its own risk, or upon 
an agreement not to look to the defendant in the event of its being dis- 
honored. In our opinion, there is no error in the judgment appealed 
from, and it must be affirmed, with costs. 


THE USURY LAWS. 


Ir is somewhat surprising with what tenacity some legislators adhere to 
their early conceived notions of the usury laws, and to the conviction 
that such laws contribute to the general weal. Such obsolete notions 
weigh with the mass of the people in the interior, with whom is instilled 
the stereotyped idea that if all restraints were removed by law as to the 
price of money, that lenders would charge as high prices as they pleased, 
and borrowers would be compelled to submit to all manner of extortion. 
_ But that such a theory should still find advocates among the public 
journals of a commercial city, is really extraordinary. We find a daily 
Journal of this city still adhering to this old theory—one which no mer- 
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chant of common sense, either borrower or lender in our city, will accede 
to. Ina recent editorial, that journal says: 

“Will the thinking class bear in mind that San Francisco is now a city 
of seventy or eighty thousand souls—conceding that those who lend 
money on ‘the most satisfactory collateral’ at 24 to 30 per cent. per an- 
num have souls—that she has her full share of active capital, and several 
solid banking houses intimately connected with all the great bankers of 
Europe and America. She has had ten years of legalized usury, and its 
upshot is money loaned on ‘the most satisfactory collateral’ at 24 to 30 
per cent. Can it be advisable for us to try the experiment whereof this 
is the result 7” 

Now, it is conceded on all sides that money is usually worth 2 to 24 per 
eent. per month in San Francisco; but we must bear in mind the indis- 
putable fact that high prices of money invariably accompany high wages, 
and vice versa, 

Men of mind and others of muscle can afford in San Francisco to pay 
two or three per cent. per month for money, because wages are high anv 
PROFITS ARE LARGE. Their gold flows from California, where money has 
been for ten years productive, to New-York, where it is yet more valua- 
ble; it again flows from New-York to the marts of Europe, where it is 
still more appreciated. Again, it flows from Western Europe at the rate 
of one hundred or one hundred and fifty millions annually, to China and 
India, where the “ almighty dollar” reaches its highest point, commercially. 

The dollar in San Francisco will not buy a half-day’s labor from the working 
man. In New-York, wages are about one-half what they are in California. 
Travel hence to the manufacturing districts of England, France and Ger- 
many, we shall find that one dollar will purchase two days’ labor from the 
laboring classes. [In the cotton mills and woollen mills, operatives can be 
had at from 40 to 75 cents per day. | 

Go from these points to China and India, and we may purchase the labor 
of adults at ten or twenty cents per day. Is it at all surprising, then, that 
the gold of California pursues its way, first to New-York, hence to Europe, 
thence to the East, until the dollar reaches its highest value? Then why 
attempt to rude the value of money by law, and make him who charges 
one per cent. per month (as in New-York) liable to a felon’s imprisonment 
and also forfeit his contract ? 

No man will pay a higher rate for money than he can afford; or if per- 
chance he does violate the laws of business and permit his expenses to 
exceed his income, he will soon discover it and alter his course. Our 
manufacturers can afford, in many instances, to pay eight, ten or twelve 
per cent. per annum for loans, and make a profit on it. In California 
double or treble this rate may be safely paid. 

Every business man knows that the value of money to him varies 
throughout the year. It may be worth at one day, one-half per cent. per 
month—at another, one per cent., and at extraordinary periods, two or 
‘three per cent. The law cannot regulate the demand for and supply of 
eapital. This demand and supply have always depended, and always will 
depend, upon circumstances entirely beyond the control, or even influence, 
of the law. 

The price of wages almost entirely regulates the price of money. 
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Point out any country or place where wages are low, and we are sure to 
find interest low and the dollar producing its largest results. 

But independently of these considerations, which every class of people, 
merchants, manufacturers, laborers, borrowers, lenders, will acknowledge 
to have weight, it cannot be disputed that any shackles upon money or 
currency will inevitably lessen the channels of operation. The scrupulous 
and conscientious man will not loan his money at a rate above the law, 
and when circumstances arise which create extra hazard in loaning, (i. e., 
when the market rate is far above the legal,) he will keep his money idle 
in preference to obtaining an unlawful rate for its use by others. 

The law of insurance applies here. Would we restrain the premium 
on marine or fire risks, in order to protect the property holder? Certainly 
not. Is not the premium regulated by the hazard, in insurance as well as 
in money? Lessen the number of lenders, or lessen the amount of lend- 
able capital, by specific law, and the remainder is of course more highl 
appreciated. The mercantile bill of exchange or promissory note whic 
to-day is negotiable at seven per cent. per annum, may a few days hence 
be worth in the market nothing under ten or fifteen per cent. Circum- 
stances vary in each man’s case, and no law that ever was made, or ever 
will be made, can effectually restrain the contracts between men as to the 
rate of loans. 

A recent writer, whose powers are fully acknowledged by the literary 
world, handles this subject in the right spirit, and with a just regard to the 
facts of history and to the principles of political economy. 4 

Mr. Bucxte, in his “ History of Civilization,” a work of acknowledged 
ability and originality, says, (p. 205 :) 

“It would be easy to push the inquiry still further, and to show how 
legislators, in every attempt they have made to protect some particular 
interests, and uphold some particular principles, have not only failed, but 
have brought about results diametrically opposite to those which they pro- 
posed. We have seen that their laws in favor of industry have injured 
industry ; that their laws in favor of religion have increased hypocrisy ; 
and that their laws to secure truth have increased perjury. Exactly in 
the same way nearly every country has taken steps to prevent usury and 
keep down the interest of money, the invariable effect has been to increase 
usury and raise the interestof money. For since no prohibition, however 
stringent, can destroy the natural relation between demand and supply, it 
has followed that when some men want to borrow, and other men want to 
lend, both parties are sure to find means of evading a law which interferes 
with their mutual rights. If the two parties were left to adjust their own 
bargain, undisturbed, the usury would depend on the circumstances of the 
loan, such as the amount of security and chance of repayment. But this 
natural arrangement has been complicated by the interference of govern- 
ment. A certain risk being always incurred by those who disobey the 
law, the usurer, very properly, refuses to lend his money unless he is also 
compensated for the danger he is in from the penalty hanging over him, 
This compensation can only be made by the borrower, who is obliged to 
pay what is in reality a double interest, one interest for the natural risk 
on the loan, and another from the extra risk from the law. Such, then, is 
the position in which every European legislature has placed itself. By 
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enactments against usury, it has increased what it wished to destroy ; it has 
passed laws which the imperative necessities of men compel them to violate ; 
while, to wind up the whole, the penalty for such violation falls on the bor- 
rowers ; that is, on the very class in whose favor the legislators interfere.” 

The history of the world, the history of commerce—well-known facts 
in our own local history—all confirm Mr. Buckte’s positions. No more 
permanent good to our State could be effected than that which would fol- 
low a total repeal of the usury laws. But we would be satisfied if such 
repeal were made to apply to negotiable paper between individuals. As 
to corporations, that might be left to await the results as to the former. 





REVIEW OF STOCK MARKET OF NEW-YORK 


FOR THE MONTH OF OCTOBER. 


‘Luz month of October has been marked by a general decline in rail- 
road shares in this market. The most marked changes of the month 
have been in Pacific Mail Steamship shares, 93, Reading Rail-Road shares, 
9, Erie, 2%, (or nearly 334 per cent.,) Panama shares, 74, and Michigan 
Central, 54. The enlarged business that was anticipated for the Western 
business has not taken place. Our financial reports from the West and 
Northwest indicate depression in business circles, and a state of trade very 
unsatisfactory. Numerous failures among the bankers have taken place, 
accompanied by a constant reduction of banking circulation and accommo- 
dation to the community. The reduced values of the stock market are 
therefore the result of limited rail-road receipts, and a want of confidence 
as to a favorable change. We present a tabular summary of the lowest 
and highest price in this market for the shares and bonds named, during 
the months of June, July, August, September and October, and the 
closing cash quotations at this date. 

U. S. Loans have ceased to be dealt in speculatively, the operations 
being to a moderate extent, and those for investment chiefly. The abun- 
dance of money has caused an appreciation of the market price without 
active operations. The Six Per Cents have sold at 74 to 9 per cent. 
premium, and the Five Per Cents at 101$ up to 1034. 

N. Y. State Loans (generally) have only nominal quotations, there 
having been few or no public transactions. 

Kentucky Sixes are in demand without any offering. Holders ask 
1044, and there are bidders at 104. 

Indiana Fives have declined upon small transactions, and without any 
especial cause; Two and One-half Per Cents remain about steady, with 
small lots offering. The extremes of the month have been 85 to 864. 

Alabama Fives and Sizes are entirely nominal, there being none in the 
market. The bonds of this State are highly regarded at home and 
abroad, 

Tennessee Sixes have met with ready sale to purchasers for investment 
chiefly, although some have been absorbed for banking purposes, Specu- 
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lative operations have been made also both for the “bear” and “ bull” 
account. The lowest cash price during the month was 874, and the high- 
est 904. 

Virginia Sixes have been less wanted than heretofore. While the 
supply has been constant, the price, however, remains without much vari- 
ation. The lowest cash price was 94 (on the 4th inst.,) and the highest 
95, (on the 18th,) closing to-day at 944 @ 943. 

Georgia Sixes.—Only one transaction has occurred during the month 
of October. ‘This was at 101. Holders ask to-day 102. 

North Carolina Sizes are held on speculation, and are ruling a fraction 
lower in consequence. Their intrinsic value we should regard as being 
very considerably above their present quotation. The lowest price for 
cash in October was 963, and the highest 974. 

Missouri Sixes are still actively dealt in on speculation, but with fluc- 
tuations so inconsiderable as to make them, it would seem, unattractive 
to this class of operators. The aggregate sales of Missouri bonds are 
larger than any other in this market. The lowest cash price in October 
was 832, (5th instant,) and the highest 854, which is the price to-day. 

California Sevens are now recognised as among our first-class securities, 
and are bought chiefly for investment. The finances of the State are on 
a better footing than formerly. The extreme prices in October were 823 
and 844, 

Canton Company, in sympathy with the general market, declined dur- 
ing the month, but has at its close recovered, and, notwithstanding but 
moderate transactions, closes very firm. On the 13th the cash price was 
17}. On the 28th there were sales at 18}. 

Delaware and Hudson has met with a constant investment demand at 
steadily improving prices, and the new impetus given to steam navigation 
by the California lines, and the active employment of the manufacturing 
interests, from both of which sources the Company derives a large share 
of business, would seem to justify a further advance. This was formerly 
aten per cent. stock, but the dividends are now reduced to seven per 
cent. per annum. The lowest cash price in October was reached on the 
12th, at 94}. The cash price to-day is 96, holders asking that price. 

Pennsylvania Coal Company has not been actively dealt in, and the 
price has been without any considerable variation. The temporary suspen- 
sion of dividends lessens the demand for shares for investment. The low- 
est cash price in October was 82, (12th,) to-day selling at 83. 

Cumberland Coal Company was temporarily depressed by the general 
course of the market, but all the stock offered found ready purchasers 
among the company’s friends, and its tendency at the end of the month 
was decidedly upward. The extreme prices in October were 12} and 14}. 

Pacific Mail Steamship Company has reacted from the somewhat sud- 
den advance of last month to about former prices, with an indication of 
the renewal of the “ bull” and “ bear” contest which led to this advance. 
The company seem to have the advantage in the rivalry going on between 
themselves and Vanderbilt, though there are no indications of its discon- 
tinuance. At the close of September the quotations for shares was 
793 @ 80. The highest price obtained m October was 798, (on the 3d,) 
and the lowest to-day, 70; a range of 92 for the month. 
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New-York Central Rail-Road Company continues to be the leading 
speculative stock, notwithstanding public sentiment is rapidly settling 
down to the conviction that its value should be fixed upon the basis of its 
being a regular dividend-paying stock. The fluctuations of the month 
have been occasioned entirely by speculative operations from day to day. 
The sales have been frequently 2,000 to 4,000 shares per day. At the 
close of September the cash price was 814, while the highest price in 
October was 804, (on the 29th,) and the lowest was 78} (on the 5th.) 
The stock is now above the highest price obtained in June, July and 
August. 

Erie Rail-Road Company.—The success of the party containing an 
English element, at the recent election of directors, and the liberal pro- 
position which the new board have submitted, have caused a general im- 
provement in the stock and bonds, though we apprehend that a final re- 
organization can only be attained by asummary legal process of foreclosure. 
The lowest price in September was 4 per cent., in October, 43. Sales 
reached on the 19th, 77, the market closing to-day at 5 @ 54. 

Hudson River Rail-Road stock is largely held for its prospective 
value, and it is supposed will only change hands after the realization of 
what is regarded as its present prospects, or upon the demonstration of 
their being ill-founded. Its improving business indicates the probable 
fruition of its friends’ hopes after a considerable period. The shares have 
varied in October from 34%, (5th,) and 364, which is the price to-day. 

Harlem Shares are increasing in favor, and both classes, common and 
preferred, are in demand, at closing quotations. The lowest price since 
Ist June was 94, (Oct. 5th,) and the highest 20}. In October the range 
was # per cent. 

Reading Rail-Road Company has been neglected, both in this and the 
Philadelphia market, and the bears availed of its evident weakness to de- 
press the price, with a view to affect the general market. There has been 
an extraordinary range of prices in October, viz., 354 and 444, closing to- 
day at 38 @ 38]. In September it reached 464, on one occasion only. 

Michigan Central Stock feels the effect of diminished receipts, growing 
out of the double opposition which the company now sustains from its 
old rival, the Michigan Southern and the Detroit and Milwaukie. The 
company pursues a good course in liquidating its bonds and floating debt. 
The lowest cash price in October was 38}, (26th,) and the highest 434 
(on the Ist.) 

Michigan Southern old shares and guaranteed have exhibited no marked’ 
features. The announcement of the fact that the interest on the first 
mortgage bonds of this company would not be paid to-day was antici- 
pated, and produced no very marked effect upon the market price of the 
shares. Had the directors adopted this policy years ago, they would not 
now have such a disordered condition of affairs. The old stock has sold 
lower in October than at any period since 1st June—(4 dollars per share, 
13th)—the community seem to be gradually losing confidence in the con- 
cern and in the management. The highest price in October was 53. For 
the new stock the range has been 14 and 17, closing to-day at 16} to 
163. 

Panama Rail-Road stock has advanced very materially in consequence’ 
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of a general increase of business upon the road. An impression has been 
sought to be produced that the increase grew entirely out of the Califor- 
nia opposition, but those best informed say that the increase is, as we 
have stated, general. The fluctuations in the cash values have been ex- 
traordinary, viz.: lowest 117, (3d October,) and 1244 on the 27th; clos- 
ing to-day at 1223 @ 123, The stock is held higher than at any time 
since May last. 

Illinois Central Stock has been depressed by the im quotations of the 
London market, where most of it is held, but an improved business has 
given firmness to the market: here, and will probably impart more confi- 
dence in it abroad. The transactions have not been large in the month. 
On the 12th the price reached its highest point, 684; the lowest on the 
26th, 6435; closing to-day at 654 @ 65. 

Illinois Central Sevens are absorbed to a very great extent by parties 
holding for investment, and the operations are therefore only such as grow 
out of the changes which these parties find it necessary to make. The 
range of prices in October was 844 @ 853. The company has resumed 
possession of its property, and pays punctually the coupons on its bonds. 

Galena and Chicago R. R. has gradually receded from the quotations 
marked last month, in consequence of the general expectations of a very 
large increase of business not having been realized. The western 
country is found to be still comparatively poor, and though the grain 
movement is larger, the passenger busirfess is light. The sales in October 
were very large, between 71 @ 74%, closing to-day 4 per cent. below the 
highest point in September. 

Cleveland and Toledo R. R. has sympathized in its fluctuations with 
the general course of the market, without extensive operations having 
been made. The cash transactions of the month have been limited, at 
the extreme prices of 174, (25th,) and 224} on the 3d. The shares are 
now 7} per cent. below the highest point since 1st May. 

Chicago and Rock Island R. R. has been constantly in demand on time 
contracts, but no important movement in it has characterized the proceed- 
ings of the month. The stock had reached 69} in August, but the 
monthly returns of the road being unsatisfactory, the price has varied 
in October between 624 and 674. 

Delaware, Lackawana and W. R. R. is not dealt in as a speculative stock 
at the Stock Exchange, but has a daily quotation of about fifty per cent. 
The attempts of this road to bring coal over high grades we fear will 
result in no profit to shareholders. 

The general course of the market has been a reaction from the high 
prices which were reached during September to very considerable lower 
points, and a partial recovery at the close of the month to prices decidedly 
in advance of August. The abundance of money, which has existed 
throughout the month, has been a very extraordinary feature, and quite 
contrary to the expectation of many operators, though not surprising, we 
imagine, to those who are well informed as to the general movements of 
the monetary world. 

We present a tabular summary of the lowest and highest price in this 
market for the shares and bonds named, during the months of July, 
August, September and October : 

29 
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FiuctuatTions OF THE New-York Stock Market. 


July, 1859. August, 1589. Sept., 1859. Oct., 1859, 
eee, ee, eee, eee 
Lowest. Ilighest. Lowest, Vighest. Lowest. Highest. Lowest. igh. 
United States six per cen tg} 868, 108 oa ut 108% 109 107g 109 
United States fives, 1874, cae . 00 a an 103 108% —~CO«( ‘a 13% 
-% as “coupon, 100% 101% 10159 101% 10239 10446 «101% 103% 
Indiana State fives,........4...-0++ + 83 oe 86 oe §5 “ 85 86% 
Virginia six per cent, bonds, 933 5; 692g 94 94 951g 94 95 
Tennessee six per cent. bonds,......... 8634 7% 86% S745 87% S93 Sily 90K 
Georgia six per cent. bonds,........ sce OF 100 és es ee 101 és 
North Carolina six per cent bonds 941¢ 941¢ 94% «(97 9g 963% DY 
California seven per cent. bonds, 807% 80% 813g 82 83% 82% 84 
Missouri six per cent. bonds, 82 82 84 835 SSK 835 SEK 
Canton Company. 18% 17 18 17 1836 17% 18¥ 
Cumberland Coal Company, preferred,.. 133¢ ; 11 15 1% «15 12% 4X 
Pacific Mail Steamship Company, 68 rai 84 Tsl¢ 8i 70 79% 
New-York Central Rail-Road, 72% Co Ti 6755 8235 TSK 80% 
Erie Rail-Road 6% 4% 7% #4 5 4% 7X 
Hudson River Rail-Road, 814 % «6380 343g 84% «= BTCBASE BEY 
Harlem Rail-Road, 9 9% 10% 9% 104” 9% 10 
= a preferred, 3456 843, «88 26 88% 85% «86% 
Reading Rail-Road 40% 43 45 483 46% S854 444 
Michigan Central Rail-Road, 8944 40% 46% 44% «43 883g 43Y 
Mich. Southern and N. Ind. R. 8., TM 34 66 Tg 6 8 4 5% 
bed “ “ guaranteed, 1914 3 19% 7 823 14 7% 
Panama Rail-Road, 115% 114 #118 117 % IIT 124% 
Mlinois Central Rail-Road,... ....... 62 Bw C64 «66 64% 684 
Galena and Chicago Rail-Road, 62 634% TI «69% 14% 
Cleveland and Toledo Rgil-Road,...... 234 164 426 21 17x «22 
Chicago and Rock Island Rail-Road,... 583 OO% 693 664 ’ 61 
Milwaukie and Mississippi Rail-Road,.. .. os ee 4 64 
Illinois Central bonds,.......... ....++ 83 84 90 873g 8534 
Pennsylvania Coal Company, 834 79% «8688 838 , 83 
Delaware and Hudson Canal Co.,...... 88g 883% 94 96 


Mextco.—The English creditors of Mexico seem to look to the United States to 
protect their interest. The Times of the 30th September says: 

There is no ground at this moment for a single positive anticipation on Mexican 
affairs beyond such as has existed with equal force for the past two or three years. So 
far as any unaccomplished fact can be regarded with certainty, nothing in the future 
can be more clear than the annexation of Mexico to the United States, But this is 
no new discovery, and although recent events have rapidly tended to the expected 
consummation, their march has not been more speedy than was to have been antici- 
pated, the views of Mr. Buchanan having been thoroughly known, together with the 
fact that, as he has declined a renomination for the Presidency, any plans he may 
entertain must be carried out, if at all, before December, 1860. All other eireum- 
stances of the case are merely to be viewed as incidental changes in the progres 
towards an inevitable end, and wholly worthless so far as any fluctuations in prices 
are pretended to be based upon them. Yet though all this has long been plain, we 
have seen that the views of our operators are so utterly capricious posi je 
quential that so far from the ultimate result being kept in sight as the only ground 
for definate dealings, the most ruinous variation in the value of the bonds has, during 
the past six months, constantly beeu observable upon the merest impulse. 
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INVESTMENTS OF SURPLUS CAPITAL. 


Tue protective system adopted by England more than fifty years since 
and followed up closely, having built up and fostered the manufacturing 
system of that country until its annual exports now exceed one thousand 
millions of dollars, and its customs revenue equivalent to one hundred and 
ten millions of dollars, their capitalists now find it difficult to select chan- 
nels for investment of their surplus funds. This annual accumulation be- 
yond current expenditures amounts to millions sterling. Spain, Portugal, 
Mexico, &c., have, for government purposes, borrowed their millions of 
English capitalists, and returned these favors by repudiation or by scaling 
their debts. Russia, France, Austria, Denmark, Turkey, &c., in past years, 
have been also large borrowers of England. 

The tempting bait of large interest led to investments by English capi- 
talists in the funded debts of Maryland, Pennsylvania, Massachusetts, Vir- 
ginia, &c., all which are now faithfully responded to; and in the bonds of 
Florida, Arkansas, Mississippi, Indiana, &c., which have never been hon- 
estly cancelled, 

Two thirds of the N. Y. Central Shares and Bonds, two-thirds of the 
Illinois Central, four-fifths of Reading, three-fourths of Ohio and Missis- 
sipi, and like proportions of many other rail-road investments are held in 
and near England—a large portion of which pay no dividends. Ameri- 
can securities, in many instances, are in Europe held up as a reproach. 

European and South American governments having credit, no longer 
wish to borrow. With those not entitled to credit, British capitalists are 
disinclined to negotiate. 

; In this extremity the capitalist is puzzled. He exclaims, “ where shall 
vo ” 

They say “ America is not to be seriously named.” “ Canadian invest- 
ments are not much removed from the ordinary American category.” 
“ Against public works in foreign countries an insurmountable prejudice 
prevails.” “ Continental loans, American and Canadian railways, English 
steam companies—none of these would be accepted.” “The Russian 
—— has contrived to put itself in a worse position than the 
others.’ 

Austria has levied a tax of five per cent. upon all its existing funded 
debt—a loss which the foreign and domestic creditor must submit to. “The 
cupidity of all foreign borrowers has been carried to the point of self- 
defeat.” 

There is no chance now for further investments of British capital in 
American enterprises. While British exports to Brazil, Peru, Mexico, &c., 
have, by the aid of steam navigation, more than quadrupled in a few years, 
and the British foreign steam merchant marine is rapidly increasing, we 
cannot support a line of steamers to either of those countries. American 
capital must hereafter sustain American enterprises. 
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To show the current value of foreign stocks in the London market, we 
extract the annexed summary of Stock Exchange quotations for the first 
week in October : 


Stocks. Interest. Price. 
Ne CIE, 5 oo icc ccicdcmecasaseeessninens 3 9528@ 96 
Russian Stock, 5 109 @ 110 

Do. do . 4} 98 @ 100 
Turkish do. ones 6 84 @ 85 
Do. 4 102 @ 108 
DOWIE AAR «tie 65 0506cicides ddsie see Bese 4} 91 @ 92 
[0 geet 4enysesedainanes ‘ 3 72 @ 18 
Dutch Stock, 24 65 @ 664 
Do. do. 4 101 @ 103 
Sardinian Stock, ae 86 @ 
Spanish Stock, 46 @ 
Do. new deferred, 34 @ | 
Do. passive, 10}@ 
Portuguese Stock, 4534@ 
Mexican do. 24 @ 
Venezuela do. ee 28 @ 


The effect of repudiation and of “ deferred” payments is seen in the low 
values affixed to the Spanish, Portuguese, Mexican and Venezuelan 
securities. 

We submit the following remarks from the London Times, as a com- 
mentary upon the financial history of the past thirty years : 

The payment of the dividends which commenced this morning seems 
likely to aggravate in a more than usual degree the difficulties of persons 


in search of investments. Already the dealers were short of most kinds 
of securities, political perils having long rendered them timid, and now a 
class of purchasers are coming into the market who almost always, without 
reference to any external considerations, steadily invest their accumulations 
as they come tohand. Will such operators continue to absorb Consols at 
96, or be driven to a choice in some other direction? Apparently, the 
former will be the case, and we may therefore soon witness the anomaly 
of prices being attained higher than those of the 1st of January, before 
the French promise of an empire of peace had been changed to the sys- 
tem of making war for an idea. True, the railway stocks present a total 
half as extensive as that of the national debt, but these have advanced, 
and wil] of course continue to advance, proportionately with Consols. It 
is the absence of new channels, either actual or in prospect, that is the 
peculiar feature. There will be no lack of Indian securities, since it has 
just been officially announced that fresh guarantees for Indian railways 
will be granted to the old companies as fast as they can be applied for, but 
with that exception, there is nothing likely to be introduced. Continental 
loans, American and Canadian railways, English steam companies, or 
foreign or colonial public undertakings with government guarantees, are 
the only other things that could present themselves, and none of these 
would be accepted. The cupidity of all foreign borrowers has been carried 
to the point of self-defeat. By stimulating the London houses that have 
a monopoly of the management of such matters to bid against each other 
for the sake of the commission, until the price leaves no chance of profit 
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to any outside subscriber, the various nations have thoroughly sickened 
the public with all such proposals. The Russian government was the last 
that retained any popularity among capitalists, and by the recent loan it 
has contrived to put itself, if possible, in a position worse than that of the 
others. Hence, although Russia is still in want, and Austria, Sardinia and 
most of the other powers are eagerly hoping for some opportunity of ap- 
pealing to us, none of them are likely to be listened to. 

America, which might at thisjuncture have afforded the most suitable 
field for the employment of British capital, to the advantage not merely 
of the two countries, but of the world, is at present not to be seriously 
named a competitor for our financial confidence. Her speculative secu- 
rities were thought a year or two ago to have reached the point of great- 
est disfavor, but the past twelve months have shown that such was not the 
case. New-York writers will probably attribute this to any but the true 
cause, yet they will scarcely attempt to demonstrate that British capital- 
ists, to whom national prejudice is little known when the safe acquisition 
of an extra one or two per cent. interest is in question, have ever mani- 
fested any want of credulity so long as even credulity could hold on. 
Canadian investments, owing to the latest experiences of the Grand Trunk 
and Great Western Railway lines, are not much removed from the ordi- 
nary American category. English steam companies, and corporate under- 
takings of all kinds, have likewise left experiences which, at the best, cannot 
be said to offer temptations for further ventures. Lastly, there is the 
question of foreign or colonial enterprises with government guarantees. 
As regards the Colonies, Ceylon among the minor ones, has furnished an 
unsatisfactory example in the case of her railway company ; while, with 
respect to Australia, most persons will concede that, however favor- 
ably her resources may be viewed, she has, in the amount of debt 
already created, or announced as intended to be created, gone to the 
mazimum that, looking at the extent of her population, would for the 
present be warranted. Against public works in foreign countries, under 
government guarantees, an insurmountable prejudice prevails which stands 
at present as the strongest commercial reproach against the English 
name. Thus, for instance, Brazil, simply relying upon her own credit, can 
borrow money in our market at a little over 44 per cent., but if she gives 
a guarantee of 7 per cent. to a railway company upon a sum which, by 
London directors and contractors, may be declared amply sufficient to 
cover all possible contingencies, the shares fall to a heavy discount. The 
public will trust the Brazilian government, but will not trust their own 
lenders. This class of guarantees must, therefore, for the most part, be con- 
sidered at an end, and although it appears that the Dutch Chambers 
contemplate something of the kind for railway purposes, it seems improba- 
ble that that or any other respectable government will, after the experience 
of Brazil, choose to run the risk of allowing their financial reputation to 
be damaged by encountering prejudices which in reality have no founda- 
tion except against our own people. 
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THE PROGRESS OF BANKING IN GREAT BRITAIN. 


Tue Banx Act or 1844—F atures or 1857—Loans To Bitt Broxers— 
Forcep Issuz or £2,000,000 Bank Nores—Banx Farturss 1n Scor- 
LAND—Crisis IN IRELAND—-Crisis IN LivERPOOL—-CONTINENTAL 
Banxs—Price or Gorp—Opriyions or Lorp OverstonE—YEARLY 
AverAGe or Notes, 1844-1858—Evipence or Messrs. Neave, 
Sampson Lioyp, Ropwe t, &c.—F atures or CommerciaL Houses— 
Joint Stock Banxs—Fivuctvuations 1n Prices. 


Report from the Select Committee of the House of Commons appointed to 
inquire into the operation of the Bank Acts of 1844, and of the Bank 
Acts for Ireland and Scotland of 1845, and into the causes of the recent 
commercial distress, and to investigate how far it has been affected by the 
laws for regulating the issue of Bank Notes payable on demand. 


Tue Committee was appointed on the 11th December, 1857, and on 
the 8th of February, 1858, the following members were appointed, viz: 
The Chancellor of the Exchequer, Mr. Disrarut, Sir James Granay, Sir 
Cuartes Woop, Sir Francis Bartne, the Earl of Gifford, and Messrs. 
Spooner, Georce A. Hamitton, Guiapstone, CayLtey, Vance, Carp- 
WELL, Biacksurn, Witson, Weeve.in, Hankey, Hore Jounsrons, 
Ennis, Futter, Ferevus, Joun L. Ricarpo, M. Tucker Sir, Gryy, 
Bau, Tire. 

The following witnesses were examined :—Messrs. SHerrieLD NEAVE 
and Bonamy Dopres, governor and deputy-governor of the Bank of Eng- 
land; Tuomas Marrian Wecve in, M. P.; Alderman Davin Satomays, 
director of the London and Westminster Bank; Wit11am Ropwett, 
banker at Ipswich; Joun Batt, accountant; James Epwarp CoLeman, 
accountant; James Houtearte Foster, merchant; Rospert SLATER, mer- 
chant; Sampson Samvuet Lioyp, banker, Birmingham; Pamir Henry 
Muntz, merchant, Birmingham; Right Hon. Sir Gzorer Cuerx, Bart., 
deputy-governor of the Bank of Scotland; Laurence Roserrtson, cashier 
of the Royal Bank in Edinburgh; Kirkman Daniet Hopeson, director 
of the Bank England; Cuartes Hatumay, governor of the Bank of Ire- 
land, and Joun Bartow, director of the same; Josuva Dixon, managing 
director of the Borough Bank of Liverpool; Jamzs Ropertson, manager 
of the Union Bank of Glasgow; Joun Torr, merchant, Liverpool; Joun 
Ennis, late governor of the Bank of Ireland; Jamzs Bristow, director of 
the Northern Banking Company, Belfast; James Simpson FiEeMine, one 
of the liquidators of the Western Bank of Scotland; Joun Sarru, banker ; 
Witu1am Dieeces Latoucue, private banker, of Dublin. 

The Committee, on the 1st July, 1858, reported as follows: 

The ten years which have elapsed since the last Committee sat under 
the same Order of Reference, viz., the Committee on Commercial Distress, 
which reported in 1848, have been marked by many circumstances of pe- 
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culiar interest and importance. The foreign trade of the United King- 
dom has in that period increased with a development unprecedented, per- 
haps, by any other instance in the history of the world. The exports, 
which before 1848 had never exceeded £60,110,000—the amount which 
they attained in 1845—have risen, with very little variation, and with 
great rapidity; and in 1857, notwithstanding the severe commercial pres- 
sure which marked the latter portion of that year, they. stood at 
£122,150,005. In the year 1849 the newly-discovered mines of Cali- 
fornia began to add perceptibly to the arrivals of gold; and in 1853 the 
supply was increased by the still more fertile discoveries in Australia. In 
the seven years there has been an increase in the European stock of 
bullion of £80,700,000. 

The remission of duties upon articles of necessity, and upon the raw 
materials of industry, and the great increase of trade to which your Com- 
mittee have referred, were naturally attended by a very remarkable im- 
provement in the comforts and consuming power of the people, as ex- 
hibited in the imports; and especially in the vast increase in the clear- 
ances of those articles which enter most materially into the consumption of 
the working classes. It is probable that to this cause ought chiefly to be 
attributed the great increase which is believed to have taken place in the 
circulating medium of the United Kingdom. Mr. Weguclin, a member 
of the Committee, and then Governor of the Bank, stated to the Com- 
mittee of 1857 that this increase was estimated by those in whose judg- 
ment the Bank Directors placed the greatest reliance, at 30 per cent. in 
the six years then last elapsed. The total gold circulation is believed by 
him now to amount to nearly £50,000,000. The whole circulation of 
notes, which under the acts of 1844 and 1845 are permitted to circulate 
without being represented by bullion, retained for that purpose in the 
coffers of those who issue the notes, is £31,623,995, of which £14,475,000 
are issued by the Bank of England; £7,707,292 by the English country 
bankers; £3,087,209 by the Scotch, and £6,354,494 by the Irish bankers. 

With regard to bank notes, it is interesting here to observe, that in the 
smaller denominations, those, namely, which enter most into the retail 
transactions of the country, the number has considerably increased, con- 
currently with the increase of the gold circulation above referred to. The 
£5 and £10 notes of the Bank of England, which in 1851 were £9,362,000, 
had risen in 1856 to £10,680,000. At the same time, for a reason which 
will presently be noticed, a great diminution has been observable in the 
use of notes from £200 and upwards. 

The silver currency has in the same time increased as follows, viz., silver 
coin issued to the public in excess of receipts from the public: 1851, 
£26,307; 1852, £420,418; 1853, £554,442; 1854, £36,803; 1855, 
£47,754; 1856, 289,142; 1857, £242,273. 

While this expansion of trade was in progress, and the precious metals 
received this remarkable addition, a new feature in the banking business 
of the country was observable. The joint stock banks in London entered 
more and more into competition with the private banks, and, by their 
practice of allowing interest on deposits, began to accumulate vast 
amounts. On the 8th June, 1854, the private bankers of London ad- 
mitted the joint stock banks to the arrangements of the clearing-house, 
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and shortly afterwards the final clearing was adjusted in the Bank of Eng- 
land. The daily clearances are now effected by transfers in the account 
which the several banks keep in that establishment. In consequence of 
the adoption of this system, the large notes which the bankers formerly 
employed for the purpose of adjusting their accounts, are no longer ne- 
cessary. The diminution in the use of these notes is shown by the fol- 
lowing figures: Bank notes of £200 to £1,000, 1852, £5,856,000 ; 1857, 
£3,241,000. 

Meanwhile the joint stock banks of London, now nine in number, have 
increased their deposits from £8,850,774, in 1847, to £43,100,724 in 1857, 
as shown in their published accounts. The evidence given to your Com- 
mittee leads to the inference, that of this vast amount a large part has 
been derived from sources not heretofore made available for this purpose ; 
and that the practice of opening accounts and depositing money with 
bankers has extended to numerous ‘classes who did not formerly employ 
their capital in that way. It is stated by Mr. Rodwell, the Chairman of 
.the Association of Private Country Bankers, and delegated by them to 
give evidence to your Committee, ‘that in the neighborhood of Ipswich 
this practice has lately increased fourfold among the farmers and shop- 
— of that district; that almost every farmer, even those paying only 

£50 per annum rent, now keep deposits with bankers. The aggregate of 
these deposits of course finds its way to the employments of trade, and 
especially gravitates to London, the centre of commercial activity, where 
it is employed first in the discount of bills, or in other advances to the 
customers of the London bankers. That large portion, however, for 
which the bankers themselves have no immediate demand, passes into the 
hands of the bill-brokers, who give to the banker in return commercial 
bills already discounted by them for persons in London and in different 
parts of the country, as a security for the sum advanced by the banker. 
The bill-broker is responsible to the banker for payment of this money at 
call; and such is the magnitude of these transactions, that Mr. Neave, “the 
present Governor of the Bank, stated in evidence, “ We know that one 
broker had five millions; and we were led to believe that another had be- 
tween eight and ten millions; there was one with four, another with three 
and a half, and a third above eight. I speak of deposits with the brokers.” 

It thus appears that since 1847 three most important circumstances have 
arisen, affecting the question referred to your Committee, viz.: 1. An un- 
precedented extension of our foreign trade ; 2. An importation of gold 
and silver on a scale unknown in history since the period which imme- 
diately succeeded the first discovery of America; and 3. A most remark- 
able development of the economy afforded by the practice of banking for 
the use and distribution of cz ipital. In the years which immediately suc- 
ceeded the great commercial crisis of 1847-8, the natural effect of such a 
crisis on the minds of persons engaged in trade was exhibited, and for a 
time prudence and caution were “the marked characteristics of the com- 
mercial world. The bullion in the Bank meanwhile accumulated, in- 
creasing, with little variation, until, in July, 1852, it amounted to 
£22,232,000. At this time the notes in the hands of the public ran to 
the unusually Irrge amount of £23,830,000, yet scarcely exceeded the 
amount of bullion, while the reserve notes in the banking department of 
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the Bank of England was twelve and a half millions, and the minimum 
rate of interest two per cent. 

The consequence of such a state of things was manifested in the year 
1853, when the exports, which in 1852 had amounted to £78,076,000, 
rose to £98,933,000. The bullion at the same time declined, and was, on 
the 22d October of that year, £14,358,000, while the reserve went down 
to £5,604,000, and the minimum rate of interest rose to five per cent. 

In March, 1854, war was declared against Russia, and an expenditure 
of nearly ninety millions is estimated to have been incurred by England 
on this account. The foreign payments were largely made in specie, 
which to a great extent was hoarded in the East. Foreign loans were 
also contracted in London for the purposes of the war. The aggregate 
trade of the United Kingdom varied little. The Bank rate of discount 
was raised in May, 1854, from five to five and a half per cent., and con- 
tinued at that rate till August 3, when it was again reduced to five. On 
the 5th April, 1855, it was reduced to four and a half, the bullion then 
standing at £15,079,000, and the reserve at £8,580,000. The bullion 
continued to rise, until in June it amounted to £18,169,000, and the re- 
serve to £11,887,000. Before the end, however, of that year, a great 
change occurred, and on the 27th of December the bullion stood at 
£10,275,000, the reserve at £6,993,000, while the minimum rate of inter- 
est had been raised on 18th October to six per cent. for 60 days, and 
seven per cent. for 95 days, at which rate it stood till the following May. 
The changes in the rate of discount which took place from April, 1855, 
to March, 1857, are thus stated by Mr. Weavetin: 

“T have here a list of the various changes in the rates, beginning at 
April 5th, 1855, when the minimum rate of discount for bills having not 
more than 95 days to run was four and a half per cent. On May 3d it 
was reduced to four per cent. On June 14th it was reduced again to 
three and a half per cent. On September 6th it was raised to four per 
cent. On September 13th to four and a half per cent. On September 
27th to five per cent. On October 4th to five and a half per cent. The 
Committee will remark that very rapid rise in the rate of interest which 
was caused by the commercial demand for accommodation, and for the 
export of bullion, occurring at the same time with a considerable demand 
for bullion to supply the armies in the East. On the 18th of October 
the rate was six per cent. for bills having 60 days to run, and for bills 
having 95 days to run it was seven per cent. In 1856, on the 22d of 
May, it was reduced to six per cent., and on the 29th of May to five per 
cent., and on the 26th of June to four and a half per cent., the minimum 
rate. There then occurred a great demand, and the rate was raised by 
order of the Governor on October Ist to five per cent. That was not on 
the ordinary weekly court day, but in the interval of the court. On Oc- 
tober 6th (which was again not on a court day, but on a Monday) the 
rate was raised to six per cent. for 60 days’ bills, and to seven per cent. 
for bills not having more than 95 days to run. On November 13th the 
minimum rate for bills of all descriptions having not more than 95 days 
to run was raised to seven per cent. On December 4th it was reduced to 
six and a half, and on December 18th to six per cent., at which it now 
stands. Here is also an account of the variations with regard to tempo- 
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rary advances upon stock. The first recent deviation from the practice 
that temporary advances on stock and Exchequer bills should be made at 
the Bank minimum rate ordinarily, at a half per cent. below the minimum 
during the shuttings, seems to have occurred in July, 1854, when Ex- 
chequer Bond scrip was in the market. The Bank minimum rate was 
then five and a half per cent.; temporary advances were made at five per 
cent., and advances were made on Exchequer Bond scrip at four per cent. 
I believe that was an especial arrangement at the time, which had not 
much reference to the state of the money market. The term of those 
advances varied from 14 to 31 days. During the shutting for the divi- 
dends due in January, 1856, the allowance of a half per cent. on advances 
on stock, &c., was withdrawn, and no such advances have since been 
made at a rate below the Bank minimum. On the 8th of January, 1856, 
the demand for advances chiefly on Turkish scrip and bonds continuing 
beyond the payment of the dividends, the term was contracted to 14 
days. During the shutting for the April dividends this restriction was 
removed. After the April payment the general term was 14 days; but 
there does not appear to have been any restriction to that period. After 
the October payment the term was contracted to seven days; and on the 
16th of October the Bank refused to advance on any government securi- 
ties except Exchequer bills. About the 11th of November the Bank de- 
clined to re-discount bills having more than 30 days to run; that is, bills 
which had been advanced upon by brokers. During the shutting for 
January, the usual course was resumed, without restriction as to stock or 
term. On the 9th of January, 1857, the rate for advances on govern- 
ment stocks and Exchequer bills was raised to six and a half per cent., 
the rate on bills of exchange remaining at six per cent.; and this restric- 
tion remained in force till the present shutting. It is now six per cent. In 
addition to those restrictions, I may state that the governors have placed 
certain restrictions upon the business conducted through the discount 
brokers. In their business with them, when it suited the convenience of 
the Bank to have only short bills, they have limited their advances to the 
discount brokers to 30 days, or have insisted upon their bringing in bills 
not having more than 30 days to run; the object being to obtain such a 
command of resources constantly returning to the Bank reserve as should 
keep the Bank safe in that respect.” , 

Down, therefore, to the close of the inquiry of 1857, the Bank of Eng- 
land had continued, under the act of 1844, to conduct its business with- 
out difficulty. The rate of discount had been raised, and the écheance of 
bills shortened, as the drain for bullion appeared to the Directors to ren- 
der these measures necessary from time to time. But neither the failure 
of the silk crop in Italy, with the bad harvests in France and other parts 
of Europe, and the commercial drain thence arising, nor the requirements 
of specie for the military service, nor both these causes combined, had oc- 
casioned any important derangement of our monetary system. The 
course of trade may be collected from the exports of the years referred 
to, viz: 1852, £78,076,000; 1853, £98,933,000; 1854, £97,184,000; 
1855, £95,688,000; 1856, £115,826,000; 1857, £122,155,000. These 
exports do not include shipments of stores in government transports. 

In the earlier part of the autumn of last year, the trade of the United 
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Kingdom was generally considered to be in a sound and healthy state, 
and in the words of the Governor of the Bank, in reply to the following 
uestion— 

“Was there, in the month of August, any circumstance which caused 
you to be apprehensive of any reason for raising the rate of discount? 
Not in the month of August; things were then pretty stationary; the 
prospects of harvest were very good; there was no apprehension that 
commerce at that time was otherwise than sound. There were certain 
more far-seeing persons who considered that the great stimulus given by 
the war expenditure, which had created a very large consumption of 
goods imported from the East and other places, must now occasion some 
collapse, and still more those who observed that the merchants, notwith- 
standing the enhanced prices of produce, were nevertheless importing, as 
they had done successfully in the previous years. But the public certainly 
viewed trade as sound, and were little aware that a crisis of any sort was 
impending, far less that it was so near at hand.” 

In this state of things, the bullion standing at £10,606,000, the re- 
serve at £6,296,000, and the minimum rate of discount at five and a half 
per cent., the Bank, on the 17th of August, 1857, commenced a negotia- 
tion with the East India Company, which ended in a shipment of 
£1,000,000 in specie for the East. The general aspect of affairs contin- 
ued without change until the 15th September, when the first tidings ar- 
rived of the great depreciation of railway securities in the United States, 
and immediately afterwards of the failure of a very important corporation, 
called the Ohio Life and Trust Company. Before the 8th October the 
tidings from America had become very serious; news of the suspension 
of cash payments by the banks in Philadelphia and Baltimore was re- 
ceived; cotton bills were reduced to par, and bankers’ drafts to 105; rail- 
road securities were depreciated from 10 to 20 per cent.; the artisans 
were getting out of employment, and discounts ranged from 18 to 24 
per cent. The transactions between America and England are so inti- 
mate and so large, the declared value of British and Irish produce ex- 
ported in 1856 to the United States having been £21,918,000, while the 
amount of securities held by English capitalists in America was by some 
persons estimated at £80,000,000, that this serious state of commercial 
disorder there could not but produce in this country great alarm. 

Failures of 1857.—In New-York, 62 of 63 banks suspended their cash 
payments. In Boston, Philadelphia and Baltimore, the banks generally 
did the same. The effect of the American calamity fell with the greatest 
weight upon the persons engaged in trade with that country, and Liver- 
pool, Glasgow and London naturally exhibited the first evidences of pres- 
sure. On the 27th October the Borough Bank of Liverpool closed its doors ; 
and on the 7th November the great commercal house of Messrs. Dennis- 
toun & Co. suspended payment. The Western Bank of Scotland failed 
on the 9th November, and, on the 11th, the City of Glasgow Bank sus- 
pended its payments, which it has since resumed. The Northumberland 
and Durham District Bank failed on the 26th, and on the 17th the Wol- 
verhampton Bank for a time suspended payment. 

Great alarm naturally prevailed in London, the centre of all the mone- 
tary transactions of the world. Vast sums deposited with the joint stock 
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banks, at interest, and employed directly by themselves or by the bill- 
brokers, in addition to other moneys deposited by their other customers, 
were chiefly held at call: and the bill brokers are stated to have carried 
on their enormous transactions without any cash reserve, relying on the 
run off of their bills falling due, or in extremity, on the power of obtain- 
ing advances from the Bank of England on the security of bills under 
discount. The inevitable result of this system, at a time of commercial 
pressure and alarm, was, that the banks limited their discounts almost ex- 
clusively to their own customers, and began to add to their reserves both 
in their own tills and at the Bank of England. It is well known that a 
periodical disturbance in the reserve of notes at the Bank of England 
regularly occurs at the time when the dividends upon the National debt 
are paid. Interesting information will be found in the evidence of 1857 
as to the effect of this disturbance in aggravating the panic of 1847. It © 
had no such effect last year. By the 24th October that periodical dis- 
turbance was at an end. The public deposits also were in a satisfactory 
state, amounting to £4,862,000. It is interesting to observe, with regard 
to the private deposits, that the causes to which your Committee have 
above referred, as affecting other bankers, tend to increase the balances in 
the Bank of England, the bank of last resort at a time of panic. Thus, 
for example, the deposits of the London bankers, which in ordinary times 
average about £3,000,000, continued to rise during the commercial pres- 
sure, ‘and amounted, on the 12th November, to £5,458,000. The bill- 
brokers were compelled to resort to that establishment for assistance; and 
that to so great an extent, that the principal house went to the Bank to 
ask whether they could obtain discount to an indefinite amount, and ac- 
tually received, on one day, the day on which the Treasury letter was 
issued, no less a sum than £700, 000. Two discount houses failed. Speak 
ing of the general discount market, the Governor of the Bank stated: 
“Discounts almost entirely ceased in London, except at the Bank of 
England.” 

It is manifest, therefore, that in this emergency every thing depended on 
the Bank of England; and it appears to your Committee that the pro- 
ceedings of that establishment were not characterized by any want of 
foresight or of vigor. On the 16th July, however, before any indications 
of the coming storm were visible in any quarter, the bullion read 
£11,242,000, “the reserve £6,408,000, the discounts and advances 
£7,632,000, and the Directors reduced the rate of interest from six to 
five and a half per cent. On the 8th October, after the receipt of the 
American intelligence above referred to, the bullion was £9,751,000, the 
reserve £4,931,000, the discounts and advances £11,648,000, and the 
rate of interest was raised again to six per cent. Four days afterwards 
the rate was raised to seven. The causes of this step are thus stated by 
Governor: 

“Then four days afterwards there was another change ?—Yes, on the 
12th. After having raised the rate to six per cent., we thought it neces- 
sary to give a guarded caution to our agents, showing that we began to 
be a Jittle uneasy. The rate at Hamburg was seven and three- -quarters j 
American discounts were then greatly higher. We also about that time 
were made aware that the East India Company would want £1,000,000 
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specie for shipment. The gold was then being taken for New York; we 
consequently raised the rate of interest under those circumstances to 
seven per cent. 

“The bullion which was wanted for the East being silver, was to be 
purchased by the export of gold; that gold to be exchanged for silver 
upon the continent of Europe, which silver was to be sent to the East? 
That was the effect of it; the exports to India were very large each 
month; but as they were in silver, of course that silver had to be pur- 
chased on the continent or imported from America. 

“T think it was about the 12th of October that you were first appre- 
hensive about the Western Bank of Scotland ?—Yes; we had no direct 
application at that time, but there were rumors, and we had intimations 
which made us aware that they were in difficulties.” 

On the 19th October, the news from America continuing still more un- 
favorable, there were numerous failures in this country. The bullion had 
gone down to £8,991,000, and the reserve to £4,115,000, and the rate of 
interest was raised to eight per cent. At this time the Bank of France, 
which in one week had lost a million sterling, raised the rate to seven and 
a half, Hamburg to nine. £300,000 in gold had left Liverpool for 
America. At this juncture negotiations took place for sustaining the 
Borough Bank of Liverpool and the Western Bank of Scotland, which 
eventually failed, under the circumstances related by the Governor of the 
Bank. There was great uneasiness out of doors, (é. e. in London,) and 
the Bank had an application from the principal discount house for an as- 
surance, that if it was necessary the Bank of England would give them 
any loans they might require. That application was made on the 28th 
October. There were also inquiries for assistance from other Scotch 
banks; and on the 30th October there was an express for 50,000 sove- 
reigns for a bank in Scotland, part of £170,000, and £80,000 for Ireland. 
The first shipment of silver by the East India Company then took place. 
Under these circumstances the rate of discount was raised, on November 
5th, to nine per cent. Between the 5th November and 9th, an English 
bank received assistance from the Bank of England; the failure of Den- 
nistoun’s house for acceptances due upon nearly two millions occurred, 
and the Western Bank failed on the 9th. Failures in London were on 
the increase. At this time (as was natural) the purchases and sales of 
stock in the funds were enormous. The transfers were much beyond 
what they had ever been’ before. The bullion had sunk to £7,719,000, 
and the reserve to £2,834,000. On the 9th the rate was raised to 10 
per cent. 

Loans to Bill-Brokers.—On the 10th November a leading discount 
house applied to the Bank of England for £400,000. The Bank of 
France raised its rate to eight, nine and ten per cent. for the three differ- 
ent months. There was another English bank assisted. The City of 
Glasgow Bank suspended payment. The discounts for that day at the 
Bank of England rose to £1,126,000. The demand for Ireland was re- 
commencing, and on the 10th and 11th alone the gold sent to Scotland 
was upwards of £1,000,000. On the 11th, Sanperson & Co., the large 
bill-brokers, stopped payment; their deposits were supposed to be 
£3,500,000. There was also an additional supply of gold required for 
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the banks in Scotland. On the 12th the discounts at the Bank exceeded 
two millions. The following figures sufficiently exhibit the result of the 
foregoing operations, viz: 
Bullion. Reserve. Discounts and 
Advances, 
10. ccccccccece £7,411,000 £2,420,000 £14,803,000 
ee ceeeee 6,666,000 1,462,000 15,947,000 
6,524,000 581,000 18,044,000 
Issue of £2,000,000.—The Government letter was issued on the 12th. 
Whatever effect this letter may have had in other ways in calming the 
the public mind, and so tending to mitigate the severity of the pressure, 
it did not immediately diminish the demand for discounts and advances. 
This continued to increase until 21st November, on which day the Bank 
had advanced in discounts, £21,600,000, a sum exceeding the whole 
amount of their deposits, both public and private; a sum nearly three- 
fold the amount of their advances in July, when the rate was reduced to 
five and a half per cent., and more than double what they had advanced 
on the 27th October, when the first Bank failed. Half of these loans 
were made to the bill-brokers, and were partly made upon securities 
which, under other circumstances, the Bank would would have been un- 
willing to accept. They were made for the purpose of sustaining com- 
mercial credit in a period of extreme pressure. The letter was issued on 
the 12th November; but whilst in 1847 it was not found necessary for 
the Bank Directors to avail themselves of the permission so given them 
to exceed the limits imposed by law, that necessity in this instance actu- 
ally arose. An issue to the extent of £2,000,000 beyond the legal issue 
was made to the banking department. The following account shows the 
sums actually issued from the Bank to the public: 


Notes issued to the Public on 
Securities, beyond the 
Statutory Limit of £14,475,000. 
1857, November 13,......cccccecccesss £186,009 
- 14=16, .ccccrcccccceces 623,000 
ne ree coceseces 860,000 
Wissatonsetiocsccacsees Sanam 
ee écoceee sescoee GOn,O00 
) rr re nowhere 896,000 
Micdvbeandkbenacmeane 928,000 
21-22,..< 617,000 
397,000 
317,000 
81,000 
243,000 
842,000 
184.1100 
15,000 


Failures in Scotland. —The causes which, in the judgment of the 
Bank Directors, immediately led to this result, were detailed by them in 
their correspondence with the Treasury, laid before Parliament in De- 
cember last. ‘The Treasury letter was the subject of discussion in the 
Hlouse, and an act of indemnity having passed, your Committee do not 
feel called upon to say more than that the evidence appears to them to 
show that the’ discretion of the government was properly exercised. 
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Your Committee will now state to the House the general outline of com- 
mercial disasters, as it occurred in the United Kingdom. The first oc- 
currence in this country which caused alarm was the failure of the house 
of MacDonatp & Co., of Glasgow and London, which took place in 
October, and was accompanied by the failures of Monterrn & Co. and 
Wauiace & Co., of Glasgow. The house of MacDonatp employed a 
great many workpeople in sewing muslin goods for the home trade and 
for the American market, and this they carried on to a very large extent. 
They had been in fair eredit till very nearly the time of their failure, but 
shortly before that period they are described as having given out that they 
had changed their mode of doing business for the purpose of embracing 
a wider field, This, however, is “represented as having been a deception, 
intended to cover a system to which they had recourse, of drawing ficti- 
tious bills, and to give to these bills the appearance of genuine business 
transactions. From the records of the public tribunals, it appears that a 
very considerable number of persons (one of the partners is said to have 
admitted as many as 75) in London and other places, were employed by 
this firm, for a small commission, to put their names to fictitious bills, 
which were then discounted, a large proportion of them in Glasgow; and 
when the house of MacDonap failed, it was found to be indebted to 
the Western Bank £422,000. The house of Monretra & Co. was in- 
debted to the same bank £537,000; that of Wattace & Co. £227,000. 

The house of Messrs. Dennistoun & Co. stopped payment on Novem- 
ber 7; it is expected to pay its liabilities in full, and its members bear the 
highest character. This house resumed payment in 1859. But it can 
occasion no surprise that, on the occurrence of such a crisis as that which 
took place in America last year, a house, with debts owing to it from that 
country of nearly two millions, losing at the same time £300,000 by the 
failure of the Borough Bank of Liverpool, of which the partners were 
shareholders, should, at a juncture when general alarm prevailed, have 
been obliged to suspend its payments. During the month of October 
there was a very great gloom in Glasgow, occasioned by the commercial 
panic in America, Glasgow being very intimately connected in trade with 
America, with New-Y ork particularly. Towards the end of October that 
feeling was much increased, from its being well known that the Western 
Bank were in difficulties from their connection with the three houses 
which have been above referred to. The bank closed on the 9th Novem- 
ber, at two o’clock. The Western Bank and the City of Glasgow Bank 
had establishments open at night for the purpose of receiving the savings 
of sinall depositors. During ‘the evening of the 9th, the Monday, there 
was a demand for gold by the s savings bank depositors, at the branches of 
the City Bank. On the Tuesday morning, when the doors of the banks 
were opened, a great number of parties appeared ‘with deposit receipts, 
demanding gold; one witness, speaking of his own bank, says: “The of- 
fice of our own establishment was quite filled with parties ‘within a quarter 
of an hour of the opening of the doors; I think at half-past nine.” This 
run or panic increased, and the continued refusal of the notes of the 
Western Bank added very much to the excitement. Those people who 
came for money would not take the notes of any bank; it did not matter 
what bank it was; they refused everything but gold. Two of the banks 
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sent a deputation of the directors to Edinburgh to confer with the mana- 
gers of the Edinburgh banks on the subject, and to induce-them to rescind 
a decision at which ‘they had arrived, not to take the notes of the Western 
Bank. They failed in that; the notes of the Western Bank were refused 
the whole day on the Tuesday. The streets of Glasgow were in ‘a very 
excited state; crowds were walking about, going from one bank to another 
to see what was going on; there was an immense crowd of people. At 
the National Securities Savings Bank the run was very great indeed. The 
National Savings Bank paid in notes, and then the depositors, having re- 
ceived their deposits in notes, went with those notes to the banks that had 
issued them to demand gold. The City of Glasgow Bank did not open 
on Wednesday the 11th. Troops were sent for by the authorities, who 
were afraid of some disturbance. The magistrates ‘issued a proclamation 
either on the Tuesday night or on the Wednesday morning, and it was 
circulated very extensively, advising the people not to press upon the 
banks for payment, and to take the notes of all banks. ‘The magistrates 
held a meeting on the Wednesday morning, and they issued an order to 
all the rate collectors over the city to take all notes presented to them; 
they did all they could to allay the excitement. In accordance with the 
provisions of the act of 1845, the banks held a considerable quantity of 
gold, but they were under the necessity of having more gold from Lon- 
don; upon two occasions, on the W ednesday and the Thursday mornings, 
the 11th and 12th, large remittances of gold from London arrived about 
ten o’clock in the forenoon: it was taken down in wagons to the banks, 
and escorted by a strong police force, and no doubt, seeing such immense 
quantities of gold come, excited a great commotion in the town. 

Mr. Rosertson, the Manager of the Union Bank, is asked— 

“ What was the nature of that excitement; was it of a pleasurable cha- 
racter ?—It was such a novelty; in the first place, a Jarge bank stopping 
payment, and then such quantities of gold coming down : from London; it 
was quite a new thing to the people altogether. 

“ Had it any effect in regard to the panic?—I should think it must have 
had an effect; the people saw there was gold there to pay them if they 
wanted it; but by the Thursday morning “the panic was entirely allay ed; 
it entirely ceased on the Wednesday afternoon about two o'clock ; at ‘half. 
past two I do not think there were half-a-dozen people in our establishment. 

“To what do you attribute the cessation of the panic ?—I cannot answer 
that question; whether the people thought better of it I cannot tell. 

“When was it that it first became known that the other banks would 
take the Western Bank’s notes ?—I should like to speak of what I know 
positively ; I understood that the Edinburgh banks on the Tuesday night, 
the 10th, had agreed to take the notes of the Western Bank amongst 
themselves. At the meeting it was annonnced to them that the City 
Bank had then failed; then there was an alteration again, and they agreed 
neither to take the notes of the Western Bank nor of the City Bank; and 
that was acted upon during the Wednesday by their agents in Glasgow, 
but not to the full extent after the Tuesday ; they were partially taken. 

“Had the notes of the Western Bank began to be taken in the course 
of the Wednesday /—Yes. 
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“And at two o’clock on the Wednesday afternoon you consider that 
the panic had come to an end !—Quite. 

“And on the Thursday the government letter was issued ?—Yes, I 
believe so.” 

It has been observed that the panic in Glasgow had ceased before the 
Treasury letter was issued, and that the demand at the Bank of England 
for advances and discounts did not cease with the publication of that letter; 
after which date it cannot of course be attributed to any fear that there 
was a limit to the quantity of bank notes. On the contrary, we have seen 
that the advances by discount kept rising continually, and though the rate 
of ten per cent. was still maintained, they rose from £15,900,000, 
at which they stood on the day preceding the issue of that letter, to 
£21,600,000 on the 21st November. It is obvious, therefore, that the 
principal causes of the commercial crisis of 1857 must be sought elsewhere. 
That calamity cannot be attributed exclusively or chiefly to a panic occa- 
sioned by the operation of the act of 1844. Since, too, the difficulties here 
experienced took their origin from America, where no such law is in force, 
and that crisis was felt in still greater severity than here, by countries in the 
north of Europe, whose currency is regulated by laws widely different from 
ours, it remains for your Committee to inquire whether any cause or causes, 
common to all those countries, and sufficient to account for the occurrence 
of commercial disasters in them all respectively, have been disclosed by 
the evidence. 

For a general review of the failures which occurred in England, your 
Committee have been indebted to Mr. Coteman, and to Mr. batt, of the 
firm of Messrs. Quiter & Bat, both eminent accountants in London. 
These gentlemen do not profess to have studied abstruse questions of cur- 
rency; they do not represent themselves as particularly conversant with 
the operation of the act of 1844. They, however, assign what appears 
to your Committee an adequate cause for the recent commercial crisis. 
Availing themselves of their experience in 1847, the affairs of which have 
now been finally closed, to illustrate the transactions of 1857, which still 
appear in estimate, and are therefore liable to correction, they ascribe the 
calamities of both periods to the same principal cause, viz., the great abuse 
of credit, and consequent overtrading. They notice, also, this difference be- 
tween the two periods: many of the houses which fell in 1847, they say, 
had once been wealthy, but had long ceased to be so. Those of 1857 
had, with few exceptions, never possessed adequate capital, bué carried on 
extensive transactions by fictitious credit. In 1847, for example, one 
house, which had been originally wealthy, failed with liabilities amounting 
in the whole to upwards of £1,800,000, of which not quite £1,000,000 
were to be paid by other parties, leaving more than £800,000 the direct 
liabilities of the house. ‘The capital, as represented in their books at the 
time of suspension, was £215,000, and the assets, according to their own 
valuation, £800,000, or nearly sufficient to meet the whole of their liabil- 
ities. Very different, however, was the valuation of the accountant, who 
estimated their assets at £185,000, and even that was materially dimin- 
ished in the result. The dividend ultimately paid was only 9d. in the 
pound. This firm, originally merchants, insensibly advanced their capital 
to planters in the East Indies, until it became necessary for them to be the 

30 
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planters themselves. They then were compelled to obtain advances from 
others, which they accomplished by the sale and circulation of bills in the East 
Indies upon the house to a great extent. Obtaining credit in that manner 
they postponed their fall many years, and ultimately fell, paying only 9d. 
in the pound. In this case, advances had been made on the credit of the 
next year’s crop. This was an extreme case, and was connected with pe- 
culiar considerations at that time affecting the price of colonial produce, 
the principal property of the house. But Mr Coremay, from whose evi- 
dence these particulars have been taken, says, that the estates which came 
under his notice as insolvent in that year, paid generally very small divi- 
dends, not averaging more than 4s. 

Another example of the same period is described by Mr. Batt, as follows: 
It was that of a house which failed in 1847. They were engaged very 
largely as merchants in this country, and they were a house of very old 
standing. In the course of their business they came under advances to a 
house in one of the colonies, on the security of the crops to be sent for- 
ward from time to time. The partics to whom these advances were so 
made, failed to repay them; that is to say, to recoup the London house 
for them; and eventually the London house was obliged to take upon 
themselves the business which was originally conducted by those whom 
they accommodated with advances; in other words, the merchant in Lon- 
don did practically become the planter and the owner of the estates. After 
he had so become the planter, his position was changed from that of being 
a person who made advances, and he himself found it necessary to obtain 
advances. Most likely the course would be this, that the house on the 
other side, perhaps the correspondents themselves of the London house, 
and it might be identical with the London house, would draw upon the 
London house, or draw upon some third party and remit to the London 
house; which bill the London house would take to its banker and get dis- 
counted, and by that process would be placed in funds to provide from 
time to time for its own engagements; the result of which would be to 
sustain for some time the credit of the house, after the capital of the house 
had been exhausted. The effect would be to enable them to-hold produce 
in expectation of better prices; the longer it was continued the heavier 
would be the ultimate loss. After an interval of ten years, this house has, 
within the last few months, paid a final dividend, making a total of 1s. 10d. 
in the pound. 

Mr. Bats is asked— 

“ Looking back to the experience of the year 1847, were the dividends 
that were paid by the insolvent houses generally very smal] ?—The average 
dividend would be small, as far as I recollect. Here and there would be 
a house which would pay in full, or would pay a very large dividend; but 
the general result was, that a smail dividend upon the whole was received 
by the creditors. 

“ Looking back, now, with your experience, to the results of 1847, is it 
your opinion that if the law had afforded greater facilities for obtaining 
credit at that time for the purpose of sustaining these houses longer, the 
result would have been more advantageous to the houses themselves, or 
to the community at large?—Knowing what I do of the internal state of 
those houses when they did stop, I should say, that had they been able to 
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obtain further credit for a continued period of time, it would only have 
had a temporary effect upon their position, and that most of them, (of 
course I have a reserve of some good cases in my mind,) from their inter- 
nal condition being worn out, and from. the want of real capital in their 
concerns, must have failed ultimately, and that the longer the assistance 
was continued simply upon their credit, the greater the ultimate loss 
would be. 

“Such is your view of the failures that took place in 1847, speaking 
generally ?—That is my view.” 

Your Committee have thought it not irrelevant to place on record these 
instances, which it was not in the power of their predecessors in 1848 to 
give, because they furnish an instructive example how readily misfortunes 
are at the time attributed by the sufferers, and others sympathizing with 
them, to the operation of statutory enxctments—which misfortunes, upon 
a full review-of all the circumstances attending them, it is obvious that no 
wisdom of the legislature, no regulation of the currency, could have 
prevented. 

Your Committee have before them the particulars of thirty houses which 
failed in 1857. The aggregate liability of these houses is £9,080,000, of 
this sum the liabilities which other parties ought to provide for amount to 
£5,215,000, and the estimated assets to £2,317,000. Besides the failures 
which arose from the suspension of American remittances, another class of 
failures is disclosed. The nature of these transactions was the system of 
open credits which were granted ; that is, by granting to persons abroad 
liberty to draw upon the house in England to such extent as had been 
agreed upon between thera; those drafts were then negotiated upon the 
foreign exchanges, and ‘ound their way to England, with the understand- 
ing that they were to be provided for at maturity. They were principally 
provided for, not by staple commodities, but by other bills that were sent 
to take them up. There was no real basis to the transaction, but the 
whole affair was a means of raising a temporary command of capital for 
the convenience of the individuals concerned, merely a bare commission 
hanging upon it; a banker’s commission was all that the houses in England 
got upon those transactions, with the exception of receiving the consign- 
ments, probably, of goods from certain parties, which brought them a 
merchant’s commission upon them; but they formed a very small amount 
in comparison with the amount of credits which were granted. One house 
at the time of its suspension was under obligation to the world to the ex- 
tent of about £900,000, its capital at the last time of taking stock was 
under £10,000, Its business was chiefly the granting of open credits, z. e., 
the house permitted itself to be drawn upon by fureign houses without any 
reminittance previously or contemporaneously made, but with an engage- 
ment that it should be made before the acceptance arrived at maturity. In 
these cases the inducement to give the acceptance is a commission, varying 
from 4 to 14 per cent. The acceptances are rendered available by being 
discounted, as will appear hereafter, when the affairs of the banks which 
failed come under our notice. 

The obvious effect of such a system is first unduly to enhance, and then, 
whilst it continues, to sustain the price of commodities. In 1857, that’ 

Call of prices which, according to Mr. Neave, tar-seeing people had antici- 





452 Progress of Banking in Great Britain. [December, 


pated, actually occurred. Tables have been put in by more than one of 
the witnesses, exhibiting an average fall of 20 or 30 per cent., in many 
instances much more, upon the comparison of July, 1857, with January, 
1858. It needs no argument to prove what effect such a fall must have 
upon houses which had accepted bills, on the security of produce consigned, 
to the extent of one hundred times the amount of their own capital. The 
witness says— 

“In the case which you are now describing to the Committee, these 
transactions had gone on to the extent of £900,000. The real guarantee 
was partly produce and partly bills of exchange; to whatever extent that 
produce was depreciated, of course the liability of the firm to failure would 
arise, and the capital of that firm to meet such depreciation of produce 
was about one-hundredth part of the whole of their liabilities ?—That is so. 

“Do you consider that case to be a fair illustration of the recent com- 
mercial disasters which have occurred ?—I think it is, though I should 
mention that in some cases the proportion of capital possessed was larger 
than that which I have mentioned. 

“In some cases, also, perhaps, it might be smaller ?—In some cases con- 
siderably smaller. In some cases I have known houses come under very 
large obligations, who had really no capital at all.” 

This practice appears to have grown up of late, and to be principally 
connected with the trade of Sweden, Denmark, and other countries in the 
north of Europe. One house at Newcastle is described as conducting be- 
fore 1854 a regular trade in the Baltic. They were not great people, but 
were respectable people, and were doing a moderately profitable trade. 
They unfortunately entered upon this system of granting credits; and in 
the course of three years the following result ensued, viz.: in 1854 their 
capital was between £2,000 and £3,000 ; in 1857 they failed for £100,000, 
with the prospect of paying about 2s. in the pound. For other instances 
of this abuse of credit, your Committee refer to the evidence, concurring 
entirely in the opinions expressed by the witnesses, that the great abuse of 
credit is a feature common to the two years 1847 and 1857, and bas been, 
in their judgment, the principal cause of the failures that took place in 
those years. 

Mr. CoLEMAN says— 

“Speaking generally with regard to 1847, of which your experience is 
now complete, are you prepared to say that the failures which occurred in 
that year were owing to any imperfection of the law by which the facilities 
for obtaining credit were unduly curtailed ?—No. 

“ With regard to the year 1857, what would your answer be to the same 
question !/—That every house that applied and deserved assistance received it. 

“From whence ?—From the Bank of England, as far as I know; and 
more, that in the case of two houses which came under my personal con- 
trol, I applied to know whether they could have assistance, and the answer 
was, yes; guarantees were obtained to the amount required for one house, 
but I found that I could not advise their being used. The applications, 
when made by me, were immediately responded to by the Bank of England. 

“The alteration of your opinion, I suppose, arose from the fact of fur- 
ther investigation into the state of solvency of the concern?—And the 
continued bad intelligence from the north of Europe with regard to 
failures. 
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“The failures of their correspondents in the north of Europe also being 
communicated ?—Yes.” 

Ireland.—The commercial crisis wa’ very little felt in Ireland until the 
failure of some of the banks in England and Scotland. The trade of 
Ireland, with the exception of that of Belfast, being little connected with 
the United States, did not feel directly the effect of the failures there, but 
when failures began to take place at home, there was an internal pressure 
consequent upon them, which, about the early part of the month of No- 
vember, manifested itself severely in a demand for gold by depositors and 
holders of notes, and there was a run on the savings banks. The Bank 
of Ireland advanced to the banks in Ireland, requiring gold, to the extent 
of about £250,000; and they were obliged to draw from the Bank of 
England from £1,000,000 to £1,200,000 besides, Belfast has a large 
trade with the United States, as well as a constant intercourse with Scot- 
land, but there was no alarm until the time of the Scotch Bank failures. 
There was then what had never been known before in Belfast since the 
institution of the joint-stock banks, a considerable run for gold in ex- 
change for their notes. But the amount of gold which they held under 
the act of 1845 was a source of strength. The banks appear to be well 
constituted, and no serious results ensued. 

Tn London no bank failed. In Liverpool the Borough Bank, in Glas- 
gow the Western Bank of Scotland, in Newcastle the Northumberland 
and Durham District Bank, failed in the months of October and Novem- 
ber last. The City of Glasgow and Wolverhampton Banks suspended 
payment, but have since resumed. Your Committee have examined Mr. 
Josnua Dixon, who, in August, 1857, first assumed the post of managing- 
director of the Borough Bank; Mr. Fiemine, who has been since July, 
1857, assistant-manager, manager or liquidator of the Western Bank of 
Scotland ; and Mr. Krrxman Hopeson, a member of the House, and Di- 
rector of the Bank of England, who, being well acquainted with the trade 
of Newcastle, went to that town in November, for the purpose of ascer- 
taining how far it was right that the Bank of England should give assist- 
ance to the Northumberland Bank. 

The stateof these three banks, at the time of their failure, may be col- 
lected from the following summary, viz.: 

Mr. Josnua Dixon, for many years resident in the United States, and 
once a private banker at New-Orleans, settled at Liverpool in 1852, and 
soon afterwards became a shareholder and director of the Borough Bank. 
This institution was originally a private bank, that of Messrs, Hops, in 
whose hands it was prosperous, and they retired as wealthy men about the 
year 1834, In 1847, however, the Borough Bank was under the neces- 
sity of obtaining assistance from the Bank of England. When Mr. 
Dixow became connected with it, he found that the board, whic consisted 
of twelve directors, chose two managing directors and a chairman. The 
entire management of the bank was amongst the managing directors and 
the manager. On the Ist of August, 1857, Mr. Dixon himself became a 
managing director, and thus describes the state in which he found the 
affairs of the bank: *“Its position,” he says, “was that of its available 
means being very much reduced, being far smaller than was at all consist- 
ent with tae sound and safe position of any bank.” Speaking irrespec- 
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tively of any general commercial pressure, he tells your Committee, that 
from the first of August, when his attendance at the bank was daily, as he 
became more and more thoroughly acquainted with the position of indi- 
vidual accounts, and with the whole circumstances of the bank in propor- 
tion as time lapsed, he became more and more convinced that the position 
of the bank was one-of exceeding danger. When the commercial crisis 
showed itself, of course the danger to the Borough Bank became immi- 
nent, and they made an application to the Bank of England for assistance, 
some time between the 20th and 23d of October. The position, in general 
terms, of the bank was, that its assets were all locked up and unavailable, 
and that some £600,000 or £700,000 of its assets or claims on its debtors, 
which had until a short time previously been considered good, could not 
be relied upon, even for ultimate realization. About £3,500,000 bills were 
at that time in London under the endorsement of the Borough Bank of 
Liverpool ; of which from £700,000 to £1,000,000 had no negotiable 
validity at all, except the endorsement of the Borough Bank of Liverpool. 

Pending the negotiations with the Bank of England. there appeared in 
the Zimes of October 27 an article, stating that arrangements had been 
made for giving assistance to the Borough Bank ; in consequence of which 
a run took place, and the doors of the bank were closed. That run lasted 
only two or three hours, but the cash at their command was reduced to 
between £15,000 and £20,000; while their liabilities on deposit were in all 
£1,200,000, of which £500,000 were at call, and the remainder at periods 
varying from two to six months. The dividend of this bank, which had 
previously been seven per cent., had at the last meeting, held on 10th of 
July, 1857, been reduced to five; and a sum of £165,000 was, on the face 
of the report, acknowledged to have been lost. The total loss, so far as 
the witness could estimate it, amounted to £940,000, being the total 
capital of the bank. It is ascribed, not to advances improperly made to 
favored persons, but to want of discretion in the management. 

The Western Bank of Scotland was founded in 1832. In 1834 it was 
already in difficulties, and their correspondents in London dishonored 
their bills. They appiied to the other banks for assistance, and received it, 
upon certain conditions. In the year 1838 they applied to the Board of 
Trade for letters patent, which were refused. At this time the Bank of 
Scotland and other banks addressed a memorial to Mr. Pouter Taompsoy, 
alleging the breach of the conditions referred to. In 1847 the Western 
Bank was again in difficulties, and was assisted by the Bank of England, 
receiving an advance of £300,000. The then manager, Mr. Vonawp 
Sairn, appears to have taken alarm from the occurrences of 1847; 
and in 1852, when he retired, the bank, though not in a satisfactory 
position, stood better than it had stood before since 1847. When it 
failed on 9th of November, 1857, it appeared that the four insolvent 
houses of MacDona.p, Monten, WaLtacr and Pattison, were indebted 
to it in the sum of £1,603,000; the whole capital of the bank being 
only £1,500,000. One of the conditions of the co-partnery was, “ That 
if it shall at any time appear, on balancing the company’s books, that a 
sum equal to £25 per centum on the advanced capital stock of the com- 
pany has been lost in prosecution of the business of the company, such 
loss shall, ipso fucto, and without the necessity of any further procedure, 
dissolve and put an end to the company.” 
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Mr. Fiemtne became assistant-manager in July, 1857, and at once ex- 
amined the affairs. He estimated that even supposing the debts of these 
four houses (which had not yet become insolvent) were assumed to be 
good, there appeared on the face of the books as good assets £573,000 of 
bad debts; and deducting the rest and guarantee fund, which then 
amounted to £246,000, there remained an apparent deficiency or en- 
croachment on the capital of the bank of £327,000. This of itself nearly 
approached the limit which dissolved the partnership and put an end to 
the existence of the board; and of this state of affairs Mr. FLemtne be- 
lieves that up to that time the directors were in a state of almost entire 
ignorance. In 1853, previously to the first meeting of the shareholders 
after Mr. Smrrn’s departure, an examination was instituted preparatory to 
the annual balance. From a confidential paper, having marks upon it in 
the handwriting of the then manager, it appears that a sum of £260,000 
was reported to him as irrecoverable on one branch of the assets, which 
nevertheless appeared as good assets in the published balance sheet. The 
modes in which this kind of disguise can be accomplished will perhaps be 
best understood by stating the manner in which a debt called Scartn’s 
debt, comprised in a different branch of the assets, was disposed of. That 
debt amounted to £120,000, and it ought to have appeared among the pro- 
tested bills. It was, however, divided into four or five open credit accounts, 
bearing the names of the acceptors of Scartn’s bills. These accounts 
were debited with the amount of their respective acceptances, and insur- 
ances were effected on the lives of the debtors to the extent of £75,000. 
On these insurances £33,000 have since been paid as premiums by the 
bank itself. These all now stand as assets in the books. Though this 
substitution took place in 1848, yet down to the time when Mr. Fir mtne’s 
examinations began to bring to light the true state of affairs, the six direc- 
lors appear to have regarded these sums as part of the available property 
of the shareholders. ‘This being the actual state of the accounts, the divi- 
dend was raised in 1854 from seven to eight per cent., and in 1856 to 
nine. Nine per cent. was the dividend declared in June, 1857, at which 
date a very slight acquaintance with the books must have led to the 
strongest suspicion, not to say to the clear conviction, that for some time a 
considerable portion of the capital had been lost. 

This bank had 101 branches throughout Scotland. It had connections 
in America, who were allowed to draw upon it for the mere sake of the 
commission. At home it made advances upon “indents ;” or, in other 
words, provided the manufacturer with the capital with which yet unmade 
cloth was thereafter to be produced. Its discounts, which in 1853 were 
£14,987,000, had been increased in 1857, (till the 9th of November,) to 
£20,691,000. With what care this business was conducted may appear 
from the circumstance that MacDownatp’s bills were accepted by 124 differ- 
ent parties; that only thirty-seven had been inquired about, and in the case 
of twenty-one the reports received from the correspondents of the bank 
were unsatisfactory, or positively bad. Yet the credit given to MacDonatp 
continued undiminished. The re-discounts of the bank in London, which 
in 1852 had been £407,000, rose in 1856 to £5,407,000. The exchange or 
notes in Edinburgh had been always against the Western Bank, and for 
an average of the last six years to an extent of not less than £3,000,000 
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a year. This circumstance is accounted for by Mr. Fiemrine chiefly by 
reference to the nature of the transactions with MacDownatp’s and other 
houses in accommodation bills; £988,000 were due to the bank from its 
own shareholders. 

Provincial Banks—About the end of October, the Northumberland 
and Durham Bank applied for assistance to the Bank of England. It was 
declined, as they could not give any satisfactory explanation of their real 
position. They applied a second time, urging the great peril in which 
they were placed by the continued discredit, and by the constant drain of 
small deposits; they urged, also, the fear of disturbances and breach of the 
perce which might ensue if they were to fail, they being so largely con- 
nected with collieries and ironworks. Accordingly, on Tuesday, 24th 
November, Mr. Hopagson went down to Neweastle, and told the directors 
that he had been sent down by the Bank of England to examine into their 
books, and see whether it was possible to render them such assistance as 
would enable them to go on: but that the first condition of the bank 
doing any thing was that they should prove themselves solvent. The result 
was, that Mr. Hopeson found the liabilities, as then stated, amounting to 
£2,600,000, of which there were £1,350,000 of deposits, £1,150,000 ac- 
counts current, and they had re-discounted £1,500,000, of which they ex- 
pected that £100,000 would come back upon them, and for which they 
would ultimately be liable, making altogether £2,600,000. Their assets 
were of a very peculiar nature, indeed, the early realization of which would 
be almost impossible. They held in securities about £1,000,000 of differ- 
ent kinds. ‘They held in trade bills—that is to say, small bills on shop- 
keepers of Newcastle—about £250,000, bills which were probably good in 
themselves, but which were not available anywhere out of Newcastle; 
they were not bills which could have been discounted in any other part of 
the money market. They had in overdrawn accounts £1,664,000, with- 
out any specific securities attached to them. Of these £1,664,000, there 
were £400,000, which one of the directors very candidly confessed must 
be considered as totally bad, and which ought to have been written off long 
before, but which still remained in the account as good debts. The capital 
of the concern was £656,000 nominally, but in reality it was considerably 
less than that; because in 1847 they had been in trouble, and in order to 
get out of that trouble they had made a call of £5 or £10 a share, which 
was not paid upon some of the shares, which shares were forfeited, and 
taken by them into the stock of their bank, to be re-issued should occasion 
warrant their doing so. The consequence was, that the subscribed capital 
of the bank was about £600,000. This statement at once showed that any 
attempt to help them, short of taking up the whole concern, and liquidating 
it for them, would be perfectly useless. It was evident that the whole capi- 
tal was gone; and, looking at the character of the securities, Mr. Llopason 
came to the conclusion, not only that the capital was gone, but that the bank 
was totally insolvent. Being very much struck with thé extraordinary loss 
which had taken place in the bank, which, when a private bank, he knew 
to have been a very flourishing one, he inquired whether there was not 
some old sore of which nothing had as yet been said. He was told that 
there was one; there was rather a disinclination to mention what it was, 
but he felt it his duty to press it, and they told him they had a very large 
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debt with the Derwent Iron Company. He inquired the amount of this 
debt, and fuund, much to his astonishment, that it amounted to £750,000, 
the capital of the bank being £600,000. For that debt there was a kind of 
security, which consisted of £250,000 of what were called Derwent Iron 
Company’s debentures, which were, however, in reality, nothing but the 
promissory notes of the directors, there being very few persons in this Der- 
went Iron Company. The bank had also £100,000 mortgage on the plant, 
and the remaining £400,000 was totally unsecured. In addition to this ori- 
ginal debt then mentioned of £750,000, there is now another charge upon 
it of £197,000, resulting from bills which have not been paid, and which, 
in order that the Derwent Iron Company might get them discounted, the 
bank had endorsed or otherwise guaranteed. These have now come back, 
so that the total liability for which the Derwent Iron Company is indebted 
to the bank is about £947,000; very nearly £1,000,000. The Derwent 
Iron Company appears to have been, almost from the time of the conver- 
sion of the bank into a joint-stock bank, very intimately connected with 
it. Mr. Jonatnan Ricwarpson, who was the moving spring of the whole 
bank, in fact the person who managed every thing, was, though not a part- 
ner in the Derwent Iron Company, very largely interested in it as holding 
the royalties upon the minerals which they worked. It appears that the 
concern has been worked extremely badly ; that it has never made any 
profits at all, even in the very finest years for the ironmasters, and it has 
gone on absorbing the money of the bank unchecked by the directors. 
Mr. Hope@son says that £1,000,000 of securities were taken of the most 
extraordinary nature for any bank to hold that he ever saw; that 
£1,000,000 of securities, which was the only tangible asset which they 
had against the £2,600,000 of liabilities, consisted of £350,000 of the 
Derwent Iron Company’s obligations, £250,000 being debentures, and 
£100,000 mortgage on the plant. They had, besides these, £100,000 on 
a building speculation at Elswick, near Newcastle, which, however, was not 
a primary mortgage, there being a mortgage of £20,000 on that land 
belonging to Mr. Hopesoy Hixpe. They had also another £100,000 on 
other building land and houses in the neighborhood of Newcastle. They 
had about £350,000 in securities of works and manufactures of different 
sorts, and they had about £50,000 in navigation bonds guaranteed by the 
railway, but which railway was the only security to which they could look 
In any given time to realize any sum of money; that made about 
£1,000,000 altogether. The other securities were absolutely unmarket- 
able. his bank had derived assistance from the Bank of England in the 
former crisis, that of 1847. Almost exactly the same circumstances arose 
then which arose in 1857, and almost from the same cause. The bank, 
however, applied at that time to the agent of the Bank of England at 
Newcastle, and he, on his own responsibility, made them a very large ad- 
vance, which carried them through, be taking at the same time a very 
considerable security from them in various mortgages, pretty much of the 
character which has been above mentioned, but better in quality, although 
hot any more banking securities than these; between £700,000 and 
£800,000 altogether. 

“The whole of the advance made in 1847 was repaid to the Bank of 
England, was it not?—Yes. With regard to the late occasion, I repre- 
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sented at the same time that, though the bank could not be assisted, yet 
the fact of its failing, which it would do the moment it was known that 
the Bank of England would not help it, would be at that moment a very 
serious thing for the district, because it was so much connected with the 
collieries and ironworks that it paid every week, either for persons who had 
balances with it, or for persons whose bills it discounted, and thus gave 
them the money, about £35,000, on which the wages of 30,000 people 
were dependent; and as their pay-day was on the Friday, and the 
bank would stop on the Thursday, it was very desirable that something 
should be done to prevent the confusion which would arise if there was no 
preparation made for that conjuncture. In consequence of that the Bank 
of England requested me to go down again that night, with full powers to 
make arrangements with all persons who might have any tangible and 
good security, though, perhaps, not perfectly regular security, so as to pro- 
vide them with the means of making their pays on the Friday. I went 
down accordingly, and arranged with almost everybody, or with every- 
body I inay say, to make such advances as would enable them to meet the 
pays for that week and for the next, should it be necessary. I also advised 
the manager of the savings bank to open his bank on Saturday for pay- 
ments, though it was not the usual day, and authorized him to draw upon 
the Bank of England for any sum of money which he might require for 
the purpose of making any payment; but owing to the fact of the Bank 
of England thus enabling the proprietors of the coal mines and the works 
to make their weekly payments, there was no run whatever upon the 
savings bank, and every thing passed off quite quietly. 

“ Was there any limit to the authority which you had from the Bank 
of England to give assistance in Newcastle ?—No, there was no limit; it 
was left to my discretion to do what might be necessary. We knew very 
well that it could not amount to a sum, under any circumstances, of much 
more than from £50,000 to £70,000. 

“Are there any other particulars connected with the Newcastle Bank 
which you are able to lay before the Committee ?—I will, if the Committee 
wish, give them the actual result of the accounts of the bank when it was 
finally wound up in January this year, as compared with those in Novem- 
ber, 1857 ; it will show a little difference. In November, 1857, the liabi- 
lities of the bank were £2.600,000 ; these consisted of deposits, £1,350,000 ; 
accounts current, £1,150,600 ; and estimated liabilities on re-discounts, 
£100,000; in January, when the bank was positively wound up and the 
thing ascertained, it appeared that there were of deposits, £1,256,000 ; in 
accounts current, £766,000 ; and in liabilities on re-discounts, £231,000. 
The only great difference was in the accounts current, which were dimin- 
ished about £400,000. That was principally, I believe, from the fact 
that many persons who had accounts current had deposit accounts also ; 
they kept two accounts, one of which had a balance in its favor, and the 
other was overdrawn; therefore, one account being set against. the other, 
it diminished it by so much, and at the same time diminished the amount 
of overdrawn accounts; the assets, which were estimated in November at 
£2,500,000, had fallen in January to £2,000,000, and there was one pe- 
culiarity, which was, that while the debt of the Derwent Iron Company 
was taken as an asset in November at £750,000, in January it was taken 
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as an asset at £947,000, and that is an asset of a very doubtful nature; 
the position of the bank is much worse in reality than is shown by the 
statement of the figures.” 

This disclosure was the result of an examination which lasted about two 
hours ; yet the bank had declared at the last half-yearly meeting a divi- 
dend of seven per cent., making to the shareholders a statement, the sub- 
stance of which showed a very prosperous state of things. Mr. Hopeson 
mentions that he remarked on the fact of their having declared a dividend 
in June, when it was admitted that half the capital was lost, and he asked 
how they could have done so; it was stated, in reply, that there were so 
many persons who depended entirely for their livelihood on the dividends 
received, that they really could not bear to face them without paying any 
dividend. Each of these three banks had been in peril in 1847, and 
though, by the assistance of the Bank of England, they were enabled to 
surmount it, they fell on the next occasion of severe commercial pressure, 
under circumstances still more injurious both to their own proprietors and 
to the public. Two bill-broking houses in London suspended payment in 
1817; both afterwards resumed business. In 1857 both suspended 
again: The liabilities of one house in 1847 were, in round numbers, 
£2,683,000, with a capital of £180,000; the liabilities of the same house, 
in 1857, were £5,300,000, the capital much smaller; probably not more - 
than one-fourth of what it was in 1847. The liabilities of the other firm 
were between £3,000,000 and .£4,000,000 at each period of stoppage, 
with a capital not exceeding £45,000. These five houses contributed more 
than any others to the commercial disaster and discredit of 1857. It is 
impossible for your Committee to attribute the failure of such establish- 
ments to any other cause than to their own inherent unsoundness, the 
natural, the inevitable result of their own misconduct. 

Thus we have traced a system under which extensive fictitious credits 
have been created by means of accommodation bills and open credits, 
great facilities for which have been afforded by the practice of joint-stock 
country banks discounting such bills, and re discounting them with the 
bill brokers in the London market, upon the credit of the bank alone, with- 
out reference to the quality of the bills otherwise. The re-discounter re- 
lies on the belief that if the bank suspend, and the bills are not met at 
maturity, he will obtain from the Bank of England such immediate assist- 
ance as will save him from the consequences. 

Thus, Mr. Drxon states: 

“In incidcutal conversation about the whole affair, one of the bill-bro- 
kers made the remark, that if it had not been for Sir Robert Peel’s Act, 
the Borough Bank need not have suspended. In reply to that, I said that 
whatever might be the merits of Sir Robert Peel’s Act, for my own part 
I would not have been willing to lift a finger to assist the Borough Bank 
through its difficulties, if the so doing had involved the continuance of 
such a wretched system of business as had been practised ; and I said ‘if 
I had only known half as much of the proceedings of the Borough Bank 
while I was a director,’ (referring to the time previous to the Ist of August, 
when I became a managing director,) ‘as you must have known, by see- 
ing a great many of the bills of the Borough bank discounted, you would 
never have caught me being a shareholder ;’ the rejoinder to which was, 
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‘Nor would you have caught me being a shareholder; it was very well 
for me to discount the bills, but I would not have been a shareholder 
either, ” 

Continental Banking.—It will be instructive now to turn to the north of 
Europe to survey the condition of countries where, as in Hamburg, the cur- 
rency is exclusively metallic, and to compare the state, of things there with 
that which existed here under the laws which regulate the currency in this 
kingdom. In Hamburg, on the 23d November, commercial confidence is 
stated to have been entirely at an end; so that only the bills of three or 
four of the first houses were negotiable at the highest rate of discount. In 
the first instance, some of the leading houses and the banks originated a 
plan for relief, viz., the subscription of about £1,000,000, and the appoint- 
ment of a committee to give, by endorsement, the credit of this fund to 
the current bills. At first it seemed that confidence was much restored, 
but in two days this hope vanished ; and, on the 25th, the aspect of affairs 
was again very gloomy. On the 27th, a meeting of the Birgerschaft was 
held, and a new arrangement was proposed by the Senate for the issue of 
government bonds on the deposit of goods, funds and shares, to the 
amount of £1,125,000. On the following day, the feeling of the Exchange 
was better in consequence of this government measure, and of the arrival 
- of considerable quantities of silver. Yet, on the Ist of December, our 
consul writes, “The embarrassments of the mercantile community here 
still continue undiminished.” And, on the 3d, “There is no deficiency of 
silver in the Hamburg Bank; indeed, the amount in the cellars of the 
bank is now much larger than it has been at any former period, but a total 
want of confidence prevents its holders from parting with it.” The gov- 
ernment bonds could not be discounted. A loan was ultimately obtained 
from Vienna; but even the arrival of the amount in specie failed to pro- 
duce the desired effect, until the Senate reluctantly proposed that it should 
be entrusted toa secret committee, to be by them lent out on good security. 
On Deaember 12, so soon as it was known that by the aid of the govern- 
ment the leading houses would fulfil their engagements, the panic ceased. 
Money at once became abundant, and in about a fortnight the rate of dis- 
count for the best bills fell to two and three per cent. 

The information on this subject, relating to the different countries in the 
north of Europe, is most instructive. It shows the severity of the disaster 
there sustained, and also that the real origin of it was the undue expansion 
of commercial credit; and it confirms the proof that no system of cur- 
rency can secure a commercial community against the consequences of its 
own improvidence. 

In this place it may be convenient to notice two points on which con- 
siderable misapprehension appears to have prevailed. It is contended by 
some persons that the separation of the issue department by a local change, 
removing the office from the bank premises, would have the beneficial 
effect of convincing the community that the law now regulates the issue 
of notes, and leaves to the discretion of the bank directors the purely 
banking business only. But strong evidence is given by the bank direc- 
tors that much practical inconvenience would result from such a change; 
and your Committee think that repeated discussion and increasing know- 
ledge will satisfy the public of a fact so obvious as this, viz., that without 
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the interposition of the executive government, the Directors of the Bank 
of England have no power whatever to exceed in their issues the limit 
imposed bylaw. The duties which the bank discharges in this respect are 
purely ministerial, unaccompanied by any discretionary power. Whoever 
discharged these duties, it would be equally subservient to the general con- 
venience of the public that the place of issue should be in the immediate 
neighborhood of the place where the banking department is situate. Able 
papers by Lord Monrgacie and by Mr. Arsutuyor on the subject of a 
state bank exist. 

Price of Gold.—Another misconception has often perplexed those who 
have reasoned about the currency,—that of supposing that by act of Par- 
liament the price of gold is fixed. If it had so happened that our sove- 
reign, instead of nearly equal to a } oz. troy of gold of standard fineness, 
had been exactly equal to that weight, it would probably have been obvi- 
ous to all that the word sovereign simply meant a quarter of an ounce of 
standard gold with the queen’s head stamped upon it by the mint; and 
the price of gold, as it is called, being thus exactly £4 an ounce, any- 
body would have comprehended that the one was equivalent to the other, 
The use of the silver and copper coins, as representatives or tokens of frac- 
tional parts of that gold, would probably have been intelligible, and this 
troublesome confusion would not have arisen, This topic has not much 
presented itself in the course of the present inquiry. But it is desirable 
that all persons who take an interest in this subject should understand how 
simple is the duty discharged by the executive government in relation to 
that money, viz., gold money, which alone is the standard of value in this 
country, so far as the transactions of our extended commerce are concerned, 
At the mint a piece of standard gold, weighing 5 dwts. 3.274 grains troy, 
is verified by a stamp, and being then called a sovereign, is returned to its 
owner, and in this process no seignorage is charged. At the bank five 
times the same quantity is received into the coffers for custody, and in re- 
turn a paper called a £5 note is given to the owner of the gold. He is 
entitled at his pleasure to return the note, and demand for it sovereigns 
which contain aa equal quantity of bullion. Upon every ounce of gold 
that thus passes in and out of the bank, an allowance for the double 
transaction of about .770465 grain troy weight of gold, or, as it is ex- 
pressed in our copper tokens, 14d., is retained by the bank. This allow- 
ance is an equivalent for the loss of interest which it is computed the 
owner of the bullion saves by the transaction, inasmuch as he saves, by 
receiving notes from the bank, the loss of time, and therefore of interest, 
which he would have incurred if he had taken his gold to the mint to be 
coined into sovereigns. This allowance yields an annual profit, which is 
taken into account in the arrangements between the bank and the govern- 
ment. Your Committee have not entered into the question whether any 
charge should be made by the mint for coinage. So intelligible and so 
simple is the relation between the government and the issue of money ; 
so entirely is the Bank of England excluded by statute from the exercise 
of any discretion whatever in this respect. 

For the opinions of the most eminent writers on the subject of the cur- 
rency, your Committee refer to the evidence taken in 1857. It is interest- 
ing in the highest degree to all who make the scientific study of the most 
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abstruse questions of political economy their pursuit. But a review of that 
evidence would appear necessarily to involve subjects of controversy on 
which your Committee would not be able to arrive at any conclusion, 
without much difference of opinion, and they are therefore desirous of 
excluding these subjects from their report. That the public welfare in 
times of commercial disaster requires the maintenance of an adequate 
supply of bullion at the Bank, is the opinion of Mr. Tooxe, Mr. New- 
marcu and Mr. Mitt, as well as of Lord Oversrone, Mr. Norman and 
Mr. Hupparp. That the supply necessarily maintained in the coffers of 
that establishment, under the provisions of the act of 1844, is greater 
than that which was ever maintained under circumstances of pressure in 
former times, is a fact beyond dispute. During the crisis of 1825 the 
bullion fell to £1,261,000; in 1837, £3,831,000; and in that of 1839, 
£2,406,000; while the lowest points to which it has fallen since 1844, 
have been, in 1847, £8,313,000; and in 1857, £6,080,000. That the 
opinion of the present Bank Directors is strongly in favor of maintaining 
the act of 1844, appears in the evidence. They say the assistance which 
they gave to the public would not have been ventured on by them except 
for the Treasury letter; nor would they have ventured to act on that 
letter if the bullion had been much lower than it was; for they must then 
have begun to think of the convertibility of the note which it would be 
their first duty to maintain; they attribute the maintenance of that 
amount of bullion to the regulations provided by the act; and while 
they affirm that the present Court of Directors, having bad more experi- 
ence, and having seen the gradual working of the act of 1844, would 
probably, in their discretion, have adhered closely to the very regulations 
which the act required of them; yet if they had not done so, but had 
been induced to issue more than the proportion which the law allowed, 
more gold would have gone cut by the action of the foreign exchanges, 
and the consequences would have been that they would have been left 
with less gold as the panic came on: and then even with the permission 
to issue more notes, they would not have felt warranted in hazarding the 
circulation by doing so. They further state that, for these reason<, it ap- 
pears that the adoption of the policy which the act now in force required, 
placed the Bank of England in such a position that it was enabled at the 
time of the severest pressure to atford a larger aid to the commercial pub- 
lie than would otherwise have been in their power; that the true judg- 
ment of the court would act in unison with the law; but yet it is not ex- 
pedient to expose them to the influence of such a pressure as would in- 
evitably be applied at such a time: and that, upon the whole, with a view 
to the operations of the Bank, including in that category their being able 
to afford aid to the commercial public at the time of severest pressure, 
the act of 1844 operated not as a fetter, but as a support, decidedly. 
They therefore recommend that no relaxation should be made in the pro- 
visions of that law. "ee 

In this opinion the Governor of the Bank of Ireland, the representatives 
both of the chartered and the unchartered banks of Scotland, the chair- 
man of the association of private country bankers, and Mr. ALDERMAN 
Satomons, of the London and Westminster Bank, concur. 

Those who advocate what is called the theory of the act of 1844 are 
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guided by the following principles: They regard bank notes as being, for 
every practical purpose, equally with the gold they represent, the money 
of the country—the measure of value—that which extinguishes debt—not 
as a mere form of paper credit, depending on the credit of the issuer, and 
constituting only the evidence and vehicle for transfer of a debt which still 
continues. If complete effect were given to their view, the result would be 
that for the whole United Kingdom there would be one description of note 
only, issued by the State, based on bullion in the custody of the State. 
This note, so secured by bullion, would be a legal tender everywhere, except 
at the place of issue. Experience having shown that even in the times 
when the paper circulation is most contracted, the sum in circulation with 
the public at large can never fall below a certain amount, and cannot, there- 
fore, be presented to the Bank fur payment in gold—they are satisfied that 
to this extent—so limited by experience—the actual deposit of bullion may 
safely be dispensed with, the notes in question resting on the security of 
the State. This is their justification for the permission, according to the 
Bank of England, to issue fourteen millions of notes without the deposit 
of a corresponding amount of bullion. They consider any addition to 
the circulating medium of the country to be the act of the private indi- 
vidual who carries bullion to the Mint to be coined, or to the Department 
of Issue to be exchanged for notes; fixing the standard of money, and 
verifying the conformity of the pieces therewith by either of these pro- 
cesses, tu be the duty of the State; the use of money, and that only, they 
regard as the province of a bank, whether of a private person or incorpo- 
ration, or of the banking department of the Bank of England. 

These advocates of the theory, as it is called, of the act of 1844, are far 
from contending that their theory is completely carried into effect by the 
provisions of the act. The origin of that legislation is thus referred tu by 
Lord OverstTone: 

“T had no connection, political or social, with Sir Roperr Perr. I 
never exchanged one word upon the subject of this act with Sir RopErr 
Pret, in my life, neither directly nor indirectly. I knew nothing what- 
ever of the provisions of this act until they were laid before the public, and 
Iam happy to state that, because | believe that what little weight may 
attach to my unbiassed conviction of the high merits of this act, and the 
service which it has rendered to the public, may be diminished by the im- 
pression taat I have something of personal vanity in this matter. I have 
no feeling whatever of the kind. The act is entirely,so far as I know, the 
act of Sir Roperr Peet, and the immortal gratitude of this country is 
due to him for the service rendered to it by the passing of that act. He 
has never been properly appreciated; but year by year the character of 
that man upon this subject will be appreciated. By the act of 1819 Sir 
Rosert I’gex placed the monetary system of this country upon an honest 
f-undation, and he was exposed to great obloquy for having so dune, By 
the act of 1844 he has obtained ample and efficient security that that honest 
foundation of our monetary system shall be effectually and permanently 
maintained, and no inscription can be written upon his statue so honorable 
as that he restored our money to its just value in 1819, and secured for 
us the means of maintaining that just value in 1844, Honor be to his 
name.” 
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Bat it does not appear, by a reference to the speeches of Sir Ropert 
Peet, that he propounded the two measures of 1844 and 1845 as measures 
of theoretical perfection; on the contrary, they can only be regarded as 
having been designed to accomplish a great practical object by the least 
possible disturbance of existing interests. Thus Mr. RopweEti: 

“Then the general result of those interviews was to leave upon your 
mind the impression that the measure was intended to be a great step in 
advance towards the establishment of one central issue, which was to be 
arrived at by voluntary arrangement?—I thought that the tendency of the 
views of Sir Ropert PEt was, that that would be a natural result; but I 
thought that his view was, that whether that consequence ensued or not, 
the arrangement was a continuing arrangement with the country bankers, 
in order that that act might pass without any opposition on their part.” 

And Sir Gzoree Crerk, the Deputy-Governor of the Bank of Scotland, 
who was Secretary of the Treasury in Sir Ropert Prex’s administrativn, 
in 1844, and Vice-President of the Board of Trade in 1845, and intimately 
acquainted with all that passed in referece to these measures: 

“In the debate of the 25th of April, 1845, with reference to the £1 note 
circulation, Sir Ropert Peet said: ‘Whether or not the importance at- 
tached to the continuance of the privilege (of issuing £1 notes) can be 
perfectly justified by reason or argument, | know not. Whether there be 
not an undue value attached to them may be a fair question of doubt; 
still, in attempting to introduce principles which I believe to be good, | 
will not attempt to shock even the prejudices of the people, or to run the 
risk of encountering that opposition which I know I should have to en- 
counter from Scotland almost universally. Without guaranteeing, there- 
fore, the continuance of these notes, all I can say is, that we do not pro- 
pose to prohibit them at present; I say nothing, however, as to the future. 
The discretion of Parliament must be left unfettered in respect to them. 
If the continuance of this privilege affects no interests, if it have no in- 
jurious effect upon the circulation either of Scotland or of other parts of 
the empire, there is no doubt whatever that a future Parliament will enter- 
tain the same forbearance, and will not disturb the settied habits of busi- 
ness of a whole country, or run counter to its feelings, for the mere pur- 
pose of carrying out some theoretical principle.’ ” 

Your Committee have examined the operation of those statutes, not with 
a view to ascertain whether they constitute the most perfect system con- 
ceivable for regulating the paper circulation of an empire, bat rather 
whether their operation has been such as to secure the main object for 
wi ich they were designed. The main object of the legislation in question 
was undoubtedly to secure the variation of the paper currency of the 
kingdom, according to the same Jaws by which a metallic circulation 
would vary. No one contends that this object has not been attained. 

Mr. Ropwe t says, that before the act of 1844, the country bankers were 
not all aware of the consequences of their issues; that if they had been, 
such disasters would never have arisen as arose in 1845; and he knows 
the practice to have been that it was considered as a part of the business 
of a country banker to get out as much of his issues as he could, which 
eventually turned back upon himself when he did not expect it, and wis 
least prepared to meet it. He says, that before 1844, they did nut so fully 
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understand the Jaws which ought to guide a banker in making his ad- 
vances; but that now they look to the unemployed notes (in the Bank of 
England) as an infallible index of what it is necessary for the Bank of 
England to do, and for the country bankers to do also. In recent times 
the increased facilities of intercourse and of banking have increased the 
rapidity with which notes find their way back to the banker who issues them ; 
while the restriction of bank notes in England and Wales to sums not less 
than £5 excludes them in a considerable degree from the retail transac- 
tions of the country. It may be laid down, that in the opinion of every 
practical witness who is an advocate for the convertibility of notes, the 
amount of bullion retained in the coffers of the Bank under the operation 
of the existing law, is not greater than a due regard to prudence would 
require, even if the law were altered. It appears that the present law in- 
sures the maintenance in the coffers of the Bank of an adequate amount 
of bullion, whilst the history of past years proves that such an amount 
had not been maintained by the unassisted wisdom and firmness of the 
Bank Directors; and the present Court of Directors are unanimous in de- 
siring that they should continue to be fortified by the provisions of the 
present act. 

No complaint against the act of 1844 has been more popular, or more 
commonly employed out of doors, than one which may be expressed in 
the following words: “That the trade of the country has increased ; that a 
larger issue should be allowed, to supply the increased requirements of com- 
merce; and that, therefore, a larger amount of notes, unrepresented by 
bullion, should be issued.” This question is thus disposed of by Mr. 
WecvueE in, in 1857: - 

“Do you consider that if the limit imposed Ly law of £14,000,000 
were altered, for example, to £16,000,000, it would in truth add £2,000,000 
to the active circulation ?—By no means. 

“Will you state what you think the effect really would be ?—The effect 
would be either that those £2,000,000 would be held in the reserve of 
the Bank, or, in case it occurred that the increase took place at a time 
when there was an adverse exchange, those £2,000,000 would be exported 
from the country, and all the other figures would remain precisely the 
same. 

“Tt would not add, under any circumstances, to the active circulativn 
of the public ?—It would not. 

“You consider that the action would be, that either it would be added 
to the reserve of the Bank, or that the bullion held by the Bank would be 
pro tanto diminished ?—That would be the action. 

“Is there, in your opinion, any sufficient inducement, on the ground of 
public interest, to make an extension beyond the present limit of 
£14,000,000 {I see no advantage or particular object to be gained by it. 

“The advantage of saving £2,000,000 of capital would not, in your 
opinion, be equal to the mischief that might result from the change ?—I 
think it would be of an insignificant character, and it would diminish the 
amount of actual reserve of bullion in the country. 

“ Would not those £2,000,000 go out of the country at the first adverse 
exchange, and not come back; would not that be the ultimate effect /— 
That would be the ultimate effect.” 

31 
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Yearly Average of Notes.—It has been observed before, that while, on 
the one hand, the great increase of retail transactions has caused an in- 
creased demand for the smaller notes, concurrently with the increased de. 
mand for gold, yet, on the other hand, so great has been the effect of in- 
creasing facilities in banking, that a saving of a corresponding amount has 
effected in the larger notes. The proportions are those represented in the 


following table: 


Yearty Averacée or Notes with tue Pustic. 


Per Cent. x Per Cent. of Per Cent. 
Notes of £5 Notes of £20 Notes of £200 
tnd B10. F retel, to B1O. Cipgeetthon, 10 SUM. of Eyial, Tah 
£m. £.m. £m. £m. 

9,263 45.7 6,735 28.3 5,253 26. 20,241 

9,698 46.9 6.082 29.3 4,942 23.8 20,722 

9,918 48.9 5,778 28.5 4,590 22.6 20,286 

9.591 50.1 5,498 28.7 4,066 21.2 19.155 

8,732 48.3 5,046 27.9 4,307 23.8 18,085 

8,692 47.2 f,234 28.5 4,477 24.3 18.403 

9,164 47.2 5,587 28.8 4,646 24. 19,398 

9,362 48.1 5,554 28.5 4,557 23.4 19.478 

9.839 45. 6,161 28.2 5,856 26.8 21,856 

1853,. 10.699 47.3 6,393 28.2 5,541 24.5 22.653 
1854,....-- 10.565 51. 5,910 28.5 4,234 205 20,709 
1855,...... 10,628 53.6 5,706 28.9 8,459 17.5 19,798 
1856,...... 10,680 54.4 5,645 28.7 3,323 16.9 19,648 
1857,...--- 10,569 54.7 5,567 28.6 3,241 16.7 19,647 


The effect has been so great that, notwithstanding the great increase of 
trade, the whole amount of bank notes has actually diminished since 1844 ; 
and, under the present law, still continues gradually to decline. It must 
be taken, therefore, that in ordinary times there is no cognizable advan- 
tage to be obtained by the commercial interest from the power of increas- 
ing the amount of notes which may be issued without the deposit of bul- 
lion. It is here necessary for your Committee to advert to the question, 
whether the law should be left, subject only to that power which was con- 
templated by Sir R. Peen and Mr. [uskisson, and was actually exercised 
by the two governments of 1847 and 1857; or, whether, on the other 
hand, provision should be made in advance for such contingencies, and 
the conditions expressly laid down on which the issue of an increased num- 
ber of bank notes may in the time of pressure be allowed. Your Commit- 
tee think that such a provision could not be regarded as any violation of 
the principle of the act of 1844. To have introduced such an express 
provision, when the law itself was first adopted by Parliament—or even 
when, as in 1848, it had only been a few years in operation and was com- 
paratively little understood—was a far more serious question of policy and 
of prudence than it can in fairness be regarded at the pres¢nt time. Yet 
the interference of government in an extreme case must in fact be taken 
to have been contemplated by the framers of that act. Mr. Corron stated 
to the committee of 1847-8, that this subject was considered when the 
act was under preparation in 1844, and that Sir Ropext Peet's opinion was 
thus expressed: “If it be necessary to assume a grave responsibility, I 
dare say men will be found willing to assume such a responsibility.” It 
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scarcely, therefore, constitutes of itself a sufficient ground for bringing this 
important and difficult subject under the review of Parliament, and may 
properly await the decision of the Legislature when the other branches of 
the subject shall again be dealt with. ‘They would, however, here take 
occasion to observe, that if new provisions shall at any future time be 
made by Parliament, the great object of securing the maintenance, at the 
tine of severest pressure, of an adequate supply of bullion, should be 
guarded with the utmost caution. In considering these new provisions, 
your Committee assume that no hazard will be incurred with regard to the 
foreign exchanges, but that the efficient action of the law in that respect 
will be firmly maintained. The mischief your Committee are now consid- 
ering is the domestic drain, occasioned by panic, and evidenced by hoard- 
ing, which in cases of commercial crises supervenes upon a foreign drain, 
and creates an abrupt interference with the circulation, by withdrawing 
from it for a time, for the purpose of hoarding, a part of the ordinary cir- 
culating medium. 

Your Committee have already touched upon other points in which the 
enactments of the Legislature in 1844 and 1854 fall short of the princi- 
ples on which those enactments are founded ; and desire to express their 
concurrence in the wisdom of adapting practical legislation, in an impor- 
tant degree, to the existing interests and wishes of the community. Of 
these questions, an important one is that of the small note circulation still 
existing in Scotland and Ireland. The advice of Apam Smita, that no 
bank note should be issued in any part of the kingdom for a smaller sum 
than £5, is enforced by the bank directors as a matter of principle, both 
in 1857 and again more strongly in 1858, after the experience of the 
autumn of last year. It is, however, still a question into which the same 
cousiderations enter, in a modified degree, by which all governments and 
every succeeding Parliament have been influenced, from 1826 to the 
present time, whether the application of this principle shall be extended to 
Scotland and Ireland. The failure of the Western Bank has now with- 
drawn £337,938, or about one-tenth part, from the authorized circulation 
of Scotland, and the act of 1845 operates with a greater proportionate 
effect both upon Scotland and Ireland as the population and trade of 
those countries increase, and the proportion of the retail or small bank 
note circulation represented by bullion to the authorized or unrepresented 
part increases also. 

On the other hand, it appears from the evidence that, notwithstanding 
the expense which the requirements of the act of 1845 impose upon Scot- 
land, there has been a very remarkable increase in the number of branch 
banks established since the passing of the act; so that the number of 
banks in Scotland, including branches, now actually exceeds the number 
of the whole of the banks and branches in England, or is very nearly equal 
to it; and that the amount withdrawn from circulation by the failure of 
the Western Bank has been supplied by an amount represented by bul- 
lion, without any more severe terms being imposed on the customers of the 
banks, Sir Gzorce CLerk says: 

“To the banks I think you do not consider that so much an object as 
to the population ?—I do not think the banks have so strong an opinion 
in favor of the retention of the £1 note circulation as they certainly ex- 
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pressed before the committee which sat upon that very subject in 1826 ; 
but I believe that the general opinion of the banks would be strongly in 
favor of the continuance of the law as it at present stands. 

“If it were to be altered, they would meet the case as regarded them- 
selves by some slight increase of commission charged to their customers ? 
—Probably in that way.” 

Without entering into any question respecting an issue of small notes 
on the credit of the State, the Committee desire it should be understood as 
their opinion that the subject of the issue of smal] notes in Scotland and 
Ireland, and of private issues generally in the United Kingdom, should be 
reserved, without prejudice, for the future consideration of Parliament. 

The Bank of Ireland complained of a special probibition laid on them 
with regard to mortgages; and Mr. Latoucus attended on behalf of the 
private bankers of Ireland to complain of an act passed by the Irish Par- 
liament in 1759. There appears no very obvious reason for the continu- 
ance of antiquated restrictions peculiar to Ireland. But neither of these 
subjects properly belongs to the present inquiry. 

Some smaller points, connected with the wording and legal operation of 
the acts of 1844, have been brought under the notice of your Committee, 
with which they do not-think it necessary to encumber their report. It 
will be desirable that these subjects, especially the question whether a 
bank of issue wliich suspends its payments, even for the shortest time, 
should not lose the privilege of issue, should be carefully considered when- 
ever the executive government shall next submit to the house a measure 
for the regulation of the relations which subsist between the government 
and the bank. 

The pecuniary arrangement subsisting between the executive govern- 
ment and the bank appear to your Committee to fall within the terms of 
their order of reference; and the Committee of 1857 took some evidence 
from the Governor on that subject. But your Committee understand from 
the Chancellor of the Exchequer that the subject is now under the consid- 
eration of the Treasury and the Bank. They think it doubtful, also, whether, 
in case it shall be necessary to submit it to such a consideration, separate 
from the wider questions which have come under the notice of this Com- 
mittee, it would not be expedient that a less numerous Committee should 
be appointed for that purpose. The appointment of a separate Committee 
may tend to produce the useful conviction that it is not necessary to un- 
settle the great principles which regulate our monetary system, merely be- 
cause the pecuniary relations between the Treasury and the Bank may re- 
quire to be re-considered. . 

It appears to your Committee that no mischief will result from at least a 
temporary continuance of the present state of things under which the Bank 
of England holds the powers given by the act of 1844, subject to a notice 
of twelve months, which may at any time be given by the House of Com- 
mons through Mr. Speaker. They agree with the opinion expressed by 
Mr. Gou.surn in 1844. The Bank Directors had suggested the propriety 
of renewing the arrangements for twenty years, with a power of giving 
notice at the expiration of ten, as has been done in 1833, Sir Robert 
Pee.’s government preferred the limit, which was actually adopted, of ten 
years; the act, at the expiration of that period, to be terminable at any 
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time upon a notice of twelve months; but, until such notice be given, to- 
continue in force. Mr. Gounsurn thus accounts for this decision. In 
making the proposal, he says, “the government were mainly influenced 
by the consideration that it was not advisable unnecessarily to agitate 
questions atfecting the banking interest and the currency of the country.” 

Your Committee have stated the reasons by which it is established, to 
their satisfaction, that the recent commercial crisis in this country, as well 
as in America and the north of Europe, was mainly owing to excessive 
speculation and the abuse of credit; and, also, that in the time of pressure 
the houses which deserved assistance received it from the Bank of England 
in a manner in which that establishment would not have been able to give 
it, except for the bullion retained in their coffers: and your Committee 
are satisfied to leave, in the discretion of the Executive Government, the 
time and prudent opportunity of giving further effect to those principles 
by which the convertibility of the Bank of England note has been kept 
above suspicion. 

The following draft report, proposed by Mr. Spoonsr, was read : 

“That the bill of 1844 was enacted for the purpose of compelling the 
Bank of England to regulate its issues strictly in accordance with the state 
of the exchanges, and by this means to retain so large an amount of gold 
in its coffers as to insure the convertibility of the notes of that establish- 
ment, and to prevent those fluctuations in the value of money and in the 
price of commodities, which have existed since 1819. 

“That the bill has utterly failed in producing the contemplated and de- 
sired effects is clearly proved by evidence recorded before the Committee. 
That its failure has arisen from inherent defect in its principles is also man- 
ifest, since, according to the testimony of those who have been examined, 
trade was not generally overstrained in 1855, 1856 and 1857. 

“Lord Overstong, in particular, in evidence before this Committee on 
the 14th July, 1857, thus affirmed: ‘ By strict and prompt adherence to 
the principles of the act of 1844, every thing has passed off with regularity 
and ease; the monetary system is safe and unshaken, the prosperity of 
the country is undisputed, the public confidence in the wisdom of the act 
of 1844 is daily gaining strength ; and if the Committee wish for further 
practical illustration of the soundness of the principles on which it rests, 
or of the beneficial results which it has insured, the true and sufficient 
answer to the Committee is, look around you. Look at the present state 
of trade of this country; look at the prosperous condition of the revenue 
of the country ; look at the contentment of the people; look at the wealth 
and prosperity which pervades every class of the community ; and then, 
having done so, the Committee may be fairly called upon to decide whether 
they will interfere with the continuance of an act under which those re- 
a been developed.’ (See reply to Question 4,189, the conclud.ng 
part. 

“In reply to Question 4,234, Lord Overstone confirmed his opinion of 
the then state of prosperity in this country ; and in answer to Question 
4,235, having acknowledged his ignorance of the difficulty which small 
traders and retail dealers were at that time suffering in the great manu- 
facturing districts, proceeded, in answer to Question 4,236, to remark: 
‘One cannot suppose that the trade of this country is to be tripled in the 
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+ course of a very short time, without some classes or other being severely 
pinched to find capital for carrying on their business.’ 

“The late Mr, Hetpyarp, in Question 4,225, inquired further, and was 
answered : ‘I understood you to say, that if we wanted a vindication of 
the principles of that act, (1844) we had only to look to the prosperity of 
the country; those were your own words, were not they, or nearly so?— 
Not of the principles, but of the results,’ 

“That the ‘tripled’ increase of trade, of which Lord Overstons 
boasted, the existence of which is by no means proved, was occasioned by 
the provision of the act of 1844, which requires the Bank of England to 
to take measures, the consequence of which was to compel the exports of 
commodities at a ruinous loss. 

“That it has been proved before your Committee, that the very low rate 
of interest necessarily created by the reaction incident to former panic, and 
by the Bank of England being compelled by law to purchase gold by the 
issue of their notes, whether they wanted gold or not, stimulated specula- 
tion to so great a degree that all prices rose except the price of gold, 
which, being fixed by law, could not rise, and consequently it became the 
cheapest article of export, and left the country. This created a demand 
for gold on the Bank, compelling the Bank to counteract that demand by 
contracting its issues. This necessity of contraction being observed by 
commercial men, the effort became general to secure bank notes while 
they were to be had; and thus was added to the real demands for com- 
merce a pressure arising from hoarding, which would not have occurred 
had not the Bank been unduly restricted in its issues. 

“ That from the experience of the last three or four years, during which the 
country has been at war, it has been proved that the regulations of the act 
of 1844 are impracticable, and cannot be continued without crippling the 
industry, and, consequently, the revenue of the nation, at the very time 
when the increase of both is most highly to be desired. 

“That the act of 1844 was professedly the complement of that of 1819. 
The act of 1819, being wrong in principle, was productive of the panics of 
1822 and 1825, and ot the monetary pressures of 1836 and 1839, Asystem 
wrong in principle, being really and more rigidly carried out, as the act of 
1819 has been by that of 1844, could not fail to produce aggravated mis- 
chief; hence the more terrible effects produced by the panic of 1847, and 
the pressures of 1855-6, so paralyzing to industry and trade, terminating 
in the still more destructive panic of 1857. The evils and impracticability 
of the system are pointed out in the evidence recorded by Mr, ALEXANDER, 
Mr. Tweuts, Mr. Cuapman, Mr. Capps, Mr. Fosrer, Mr. Luoyp and others. 
This view of the evils and impracticability of the system embodied in the 
act of 1844 is traceable, also, in the testimony of the late and present 
Governor and Deputy-Governor of the Bank of England, of Mr. Norman, 
and of those who were called to vindicate the soundness of the principles 
of the acts of 1819 and 1844. 

“The truth of the following propositions, which were submitted to the 
Committee of 1847-8, on Commercial Distress, has been so fully vindi- 
cated by the facts which have since occurred, that they are here repeated : 

“*That so long as the acts of 1819 and 1844 remain in force, alterna- 
tions of prosperity and adversity will continue, That a remedy at once 
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easy and safe would be found in the creation of a national paper money, 
to be issued in the gradual repayment of the debt due from the govern- 
ment to the Bank of England; in the payment of the dividends and 
government annual expenses. The issue of the national paper to be lim- 
ited in amount required for these purposes. Such paper money should be 
of convenient amounts for general circulation and for the payment of 
taxes, and should be a legal tender in all payments. This national money 
cannot but maintain an equable value, so long as its issue is limited in the 
manner above described, and so long as the government is compelled to 
receive it in payment of taxes.’ 

“That there should also be, for the purpose of foreign trade, a Mint 
Bank, to be supported at the public expense, where bullion should be re- 
ceived, and for which notes payable in bullion should be issued. Silver 
should be made a legal tender to the extent of five pounds in the present 
coinage, and by weight to any amount. 

“That the professed objects of the promoters of the acts now in force 
for the regulation of the currency has been to secure a medium of ex- 
change, which, in its influence on the value of commodities, should be 
steady and uniform. That sudden and extrerne fluctuations in money 
values have always been deplored as great evils to all classes of society, 
and especially to the laboring population. That the evidence which has 
been given before this Committee establishes the fact, that not only are 
the acts now in force powerless to prevent extreme fluctuations, but that 
they are the fruitful source of those evils, rendering all trading and mer- 
cantile undertakings unsafe, and bringing, in a vast number of cases, total 
ruin upon those who contract monetary obligations in reliance upon the 
continued value either of money or commodities, 

“ That the only remedy for the evils in question will be found in having 
a domestic circulation not liable to be influenced by the state of foreign 
exchanges. This would be effected by the issue of a national paper 
money, as before described.” 

A draft report was also proposed by Mr. Caytey; but on the motion 
made, that the report ,proposed by the Chairman be read a second time, 
nineteen members of the Committee voted in the affirmative and two in 
the negative, viz.: Mr. Spoongr and Mr. Cay.ey. 

The following items are gathered from the evidence: 

Operations of the Acts 7 and 8 Vict. c. 32,and 8 and 9 Vict. c. 38.— 
Mr. Neave expressed an opinjon that it is impossible by any system of 
currency to prevent periodical returns of a state of prosperity and adver- 
sity. Neither the act of 1844, nor any possible legislation, can prevent 
commercial imprudence. What the act has done has been to superinduce 
much greater caution on the part of bankers generally. Mr. Ropwett 
was of opinion that the Bank Act has worked well for the country banks 
of issue, and better for the country generally. Mr. Coreman stated that 
such commercial crises as occurred in 1847 and 1857, must always recur, 
whatever the law may be in regard to the currency. Sir J. CLerK ap- 
proved of the provisions of the act of 1845, limiting the issues of existing 
banks, and preventing the establishment of new banks of issue. Mr. 
Haxtpay approved generally of the acts of 1844 and 1845, so far as Ire- 
land is concerned. Mr. Jamus Rosertson considered the act of 1845 a 
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very good one, if left alone. Mr. Bristow was of the same opinion. Mr. 
Foster, on the other hand, said that the pressures of 1847 and 1857 on the 
eommercial public were more prejudicially affected by the currency than 
was the case in former pressures. He also said that the act of 1844 ope- 
rates injuriously, in compelling the Bank to buy whatever specie may be 
brought to it, and to issue notes to that amount; thus, by its large reserve, 
giving an impetus to mercantile transactions, which, when the specie 
leaves the country, it is obliged suddenly to contract. Mr. Starter at- 
tributed the periodical crises since 1844 to the operation of the Bank 
Charter Act; the suspension of the act on two occasions since 1844 is 
sufficient to condemn it. Mr. Sampson Luoyp said that considerable fluc- 
tuations in the rate of discount and in prices have not been at all cor- 
rected by the act. Mr. Lioyp entirely disapproved of the monopoly of 
issue held by certain banks under the act of 1845. Mr. Munrz also stated, 
that so long as the currency is founded upon the principles of the acts of 
1819 and 1844, crises must periodically occur. Mr. Torr attributed the 
commercial crises in Liverpool very much to the act of 1844, in its re- 
quiring the Bank of England to take such measures for the protection of 
its reserve as to lead to a general apprebension of the insufficiency of its 
circulating medium and consequent scramble for money. The act of 1844 
produces that apprehension which destroys confidence and leads to panic. 
The members of the Liverpool Chamber of Commerce were unanimous in 
condemnation of, and, as far as regards the effects of, the act of 1844, 
though the remedies suggested by different members vary. Mr. Brisrow 
also expressed an opinion that the act of 1844 considerably aggravated 
the pressure of 1847, Mr. Laroucne said that the act of 1844 is posi- 
tively mischievous in time of panic. 

Failure of Commercial Houses,—The failures in 1847 resulted mainly 
from over speculation in business of a legitimate character; and they 
were chiefly those of houses in the East and West India trades, which 
originally were possessed of capital, but had lost it by imprudent advances 
to planters, and by the firms having eventually become planters as well as 
merchants. In one case the total liabilities were £1,800,000, but the 
actual liabilities were above £800,000. The capital, at the date of the 
last taking stock, might have been £215,000. The assets were estimated 
at £185,000, and the dividend paid amounted only to 9d. in the pound. 
The assets represented consisted nearly all of debts due from the corre- 
sponding firm in the East Indies, and which realized a mere nothing, those 
debts having arisen by the circulation and sale of bills in the East Indies 
upon the home house to a great extent. The estates which failed in 
1847-48 did not pay more than 4s.in the pound. The great bulk of the 
failures in 1857 originated in the system of acceptance and open credit, or 
in trading with fictitious capital. The failures were chiefly of houses with- 
out any proper capital. Mr. Baxt stated that on the whole, the dividends 
of the insolvent houses in 1857 will turn out more than the dividends in 
1847. In this opinion, however, Mr. Coteman did not coincide. In 1847 
there was a Jarger proportion of failure of insolvent houses than in 1857. 

Joint-Stock Banks.—Joint-stock banks originated in the public demand 
for increased banking facilities, and in the discredit of private country 
banks. In a joint-stock bank, all that depositors look to is a wealthy pro- 
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prietary, with unlimited responsibility; but the shareholder is less careful 
on looking into the management and character of the bank than he would 
otherwise be. The shareholders are in fact utterly ignorant of the affairs 
of the bank. Many of them are persons residing at a distance, or women, 
or persons who, even if they were to attend, could form no judgment; so 
that the safe condition of the bank depends upon the proper management 
by the directors. The shareholders are the proper parties to regulate the 
-»amber and standing of their directors. Mr. Ha.ipay said that there was 
a much greater probability of safe management in the case of private 
banks, or where there are only a few partners, than where there are numer- 
ous partners. The joint-stock banks in Liverpool and in the provinces are 
managed almost entirely by two or three directors, Mr. Coteman sug- 
gested that all joint-stock banks should adopt a systematic or special form 
of accounts, signed by all the directors, and a skeleton account or return 
should be made up twice a year, or lodged in some government office. 
In the opinion of Mr. Hopeson there are no legal means available for pre- 
venting fallacious statements on the part of the directors. He doubted 
that any advantage would result by the establishment of a government 
audit. He could not comprehend thé reatwalue of the securities. Mr. 
Nezave thought it a decidedly dangerous sy f the joint-stock banks 
in taking enormous sums at call, and allowing/pterest upon such sums. 
He held that the allowance of intereston deposifs%9g yot the proper func- 
tion of a banker. The joint-stock banks in Londdy\go allow interest. 
They generally give within one per cent. of the Bank ‘tate of discount, 
Private bankers in London, except in special cases, donot, allow interest. 
Mr. Alderman Satomons thought that the practice of allowing interest 
was attended with great advantages, atid without offering any danger 
whatever to the banks. Mr. Ropwett, on the other hand, said that the 
panic of 1857 developed itself in his district by the withdrawal of deposits 
from country banks, in order to deposit in the Loudon joint-stock banks at 
increased rates of interest. There are many shareholders of different Lon- 
don joint-stock banks dotted about in different parts of the country; and 
these represent to the customers in the different banks that they would 
gain great advantage by removing their deposits from the country banks 
to the banks in which these shareholders are interested ; and they succeed 
inso doing. Even circular letters have been sent round to solicitors, telling 
them that if they had any money waiting for investments they would have 
a great rate of interest. Mr. Kirkman Hopason gave the following evidence 
on the relative merits of joint-stock banks and private banks, and on the 
practice of allowing interest. He thought that, had not joint-stock banks 
sprung up, there would have been more private banks. There has been a de- 
mand for more banks than formerly, as the business of the country has in- 
creased, but certainly of late years there has been scarcely an instance of the 
foundation of a new private bank. The public, rightfully or wrongfully, have 
taken to joint-stock banking. One great result of joint-stock banking is, 
that it draws large sums of money for banking purposes, especially in 
deposits, under the allurement of granting interest. This method of grant- 
Ing interest is peculiarly connected with a joint-stock management. In 
London, private bankers never have allowed interest on deposits; and the 
consequence is, that these deposits have consisted almost entirely of the 
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spare capital for which people were seeking investment; but since the joint- 
stock banks have allowed interest on deposits, they have not only become 
the receptacle of money-seeking investment, but they have actually become 
an investment for very large sums of money. Formerly a private indi- 
vidual left with his banker that money which he was about to invest in 
land, or in the funds, or in railway shares, simply and only until the time 
when he could so invest it; or, if he were in business, he left with him 
only such a balance as would pay the banker for the trouble of keeping 
his account and making his payments for him. But within the last few 
years a system has sprung up in London of leaving very large sums of 
money as an investment with the joint-stock banks, fur the joint-stock banks 
and for money dealers in London to employ it as they might deem fit. 
Formerly a banker was a person who merely had charge of the money of 
an individual, and the interest of the depositors was to keep as small a 
balance as possible in his hands—merely sufficient for his current expendi- 
ture; because that balance was wholly barren, and every thing beyond it 
he might invest profitably. At present, under the joint-stock system, a 
bank becomes an investment; and if the interest given by the bank is 
high, it may be the interest of the depositor to make his balance as large 
as possible. These balances are held at call, or at a very few days’ notice. 
It has been calculated that, at the beginning of October, 1857, as much as 
£70,000,000 or £80,000,000 of money, bearing interest, was held at call, 
or at seven days’ notice. In the opinion of Mr. Hopason, wherever a 
banker gives interest on a deposit, he departs from the safe rule which 
should guide him in all his actions, because then he will have money poured 
in upon him in immense masses when money is cheap; he will have great 
sums of money placed with him on deposit, because persons do not like 
to make investments at very high prices; that money he will find drawn 
from him at the very time which is most inconvenient to him, and to meet 
that he must raise his rate of interest. Some of the joint-stock banks in 
London, including the Union Bank, pay a small interest on current ac- 
counts. The Scotch banks always allow interest on cash accounts. Thiat 
is a system by which small traders especially are assisted with an advance 
of money to a certain amount, upon their own personal security and that 
of two persons whom the bank can trust; and the sum which they are 
authorized to draw they may take out at any time, and in any small por- 
tions, as they please, or their wants may require. They are also enabled 
to pay in to their credit in that account, from day to day, any small sums 
which are received by them. They are charged interest upon whatever 
sum the bank has advanced to them; and upon paying in any small sums, 
as the interest is calculated from day to day, they get the advantage of 
those payments in the diminution of the charge for interest. It has, more- 
over, been always the practice of Scotch banks to allow a moderate rate 
of interest upon all moneys deposited with them, whether upon what are 
called deposit receipts or upon drawing accounts. It is not the practice 
of Irish joint-stock banks to give interest on current accounts. 

Mr. Coteman suggested that it should be compulsory on joint-stock 
banks always to have a certain amount, about 20 or 25 per cent., of paid- 
up capital in proportion to its deposits. He held, that the capital of joint- 
stock banks is not proportionate to the large sums of which they have 
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the control and use. A joint-stock bank, having deposits to the amount of 
+ £15,000,000, should have a paid-up capital of about £3,000,000. The 
joint-stock banks in London have increased their deposits from £8,850,774, 


in 1847, to £43,100,724, in 1857. 


Prices.—A_ considerable amount of the loss sustained through the fail- 
ures in 1857 has arisen through the fall in price of merchandises. 
notion may be formed of the loss experienced in consequence of the panic, 
from the following prices of raw silk in July, 1857, and January, 1858 : 
Bengal silk, in July, 1857, was quoted 15s. to 33s. 6d.; in January, 1858, 
11s. to 24s. ; fall, 28 per cent. Chinasilk, July, 1857, 10s. to 29s.; Jan- 
uary, 1858, 6s. to 7s.; fall, 662 per cent. Brutia silk, July, 1857, 38s. 
to 42s. 6d.; January, 1858, 10s. 6d. to 32s. ; fall, 46 per cent. 


fell from 60s. to 50s. Sugar, from 55s. to 35s. per cwt. 
7d. to 6d. per Ib. Tin, from 135s. to 122s. per ewt. 


Some 


Tallow 


Cotton, from 
Tea, Congou, from 


1s. 3d, to 1s. per lb. Taken generally, the loss occasioned by the panic 
on the prices of commodities could not be less than 20 to 30 per cent. 
The alteration of value in Mr. Munrz’s stock alone was more than 
£40,000. In Liverpool, the decline was not less than 30 per cent. The 
following are the prices of the principal articles before and during the 


panics in 1847-48 and 1857-58 : 


Price, Price, 


Price, 


lst Aug., 1st Jun., Decline. a fats 


1847. 1848, 


Cotton, Mid. Orleans, Td. 4%d. 25d, 


Wool, Australian, 18 3d. to 28.82. 18. to 2, 8d, 
Silk, China, 13s. to 19s. 10, to 16s. 3s. 
Jute, E. 1, £20 £14 £6 
Sugar, E.1. & Mauritius,.. 408.to52s. 348.to43s. 5s, 
Coffee. Native Ceylon,.... 398, 84s. 5s. 


Tea, Common Congou,... 9d. Ud. 14d. 


Rice, Mid. Bengal, 128, 3s. 
Indigo, Mid. Bengal, ‘ 8s. 9d. 6d. 
Baltpetre, E. 1.,......0.0- S 278. 1a. 
£27 108. £7 

£43 £3 

478. 28. 


834d. 
2s. to 28.7d, 
238. to 298. 
£24 
528. to 628, 
648. 
1s, 2d. 
lls. 
8s. 
488, 
£45 
£58 
61s. 6d. 


Price, 
1st Tits, 
1958. 
64d. 
18.9d. to 28. 
15s. to 198, 
£15 
85s. to 50s. 
50s, 
1s, 1d. 
9a, 

78 
858, 
£37 
£48 
528. 6d. 


Decline. 


1%d. Ib. 
5d. “ 
9a. “ 
£9, ton. 
5s, cwt, 
14, “ 
1d. Ib. 
28. ewt. 
1s. Ib, 
8s. ewt, 
£8 ton. 
£10 “ 
9s. cwt. 
20s. p. ent. 


Swepey.—The Berlin papers mention a curious law suit which is now going on 
against the Swedish government. A Lubeck merchant lent that crown in the year 
1636, for the prosecution of the 30 years’ war, 68,000 Lubeck crowns, a large sum 
in those days. He stipulated for eight per cent. interest, which, as well as the capi- 
tal, has never been paid, The proofs are said to be complete, and the interest has 


been regularly demanded during the 223 years which 


ave elapsed, so that the 


heirs now claim compound interest on the whole, which would amount to a fabulous 
sum. The principal, with simple interest and some compensation, will probably be 


fortheoming.— London Times. 
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THE LONDON MONEY MARKET FOR OCTOBER, 1859. 


Sussornep is a table of the movements in the stock and share markets 
during the past month. The range of Consols has again been only one 
per cent., and the result of the month’s transactions has been to establish 
an advance of a half per cent. The bank bullion has experienced a 
diminution of £622,568 ; but this has been mainly from the payment of 
the dividends and the demand for coin usual at the present period for 
Scotland and Ireland. At the Bank of France there has been a decrease 
of £2,100,000. In railway securities there has been general steadiness, 
and in some instances an improvement of one or two per cent. On the 
Paris Bourse the rise established during the month has been exactly the 
same as in Consols—a half per cent.—Zondon Times. 


Fluctuations in the Stock and Share Markets during the Month of October, 1859. 
Price on Highest Present 
1st Oct. Price. Price. 
9554 to % .. 964 963¢to 
25s. pm. 3is.pm. .. 30s. pm. 


Lowest 
Price. 
95g 

23s. pm. .. 


I iinkk dc inacdiniecewcccgnseccsceses 
Exchequer bills,........... Shctsbosctenee 


Raltways. 
Brighton, 


Caledonian 

Eastern Counties, 

Great Northern, 

Great Western,................ 
London and North Western,.... 
Midland, 

Lancashire and Yorkshire,.... 
Sheffield, 

South Eastern,..... 

South Western, 

North Eastern and Berwick 
North Eastern, York, 

Northern of France, 

East Indian, 


112% 
891¢ 
56 

10214 
634 
933% 

105% 


113% o 1 


9336 


57 


8siy 
Bids 


104 o< Ion 


65 
96% 
10716 
98 
85% 
mS 
96% 
91 
Th 
814 
102% 


63 
9314 


104% 


953% 
847% 
76 

933¢ 
881 
ils 
993 


Joint-Stock Banks, London, October, 1858. 


Banks, 

Bank of Egypt, 
Chartered Bank of India, Aus- 

tralia and China, 
Pi iescssusnme eee 
Commercial, of London, 
Eng., Scot. & Aust. Ch. Bk.,.... 
Lond. Chart’d Bk. of Australia,.. 
London and County,.......... 
London and Westminster, 
Nat. Prov., of England, 

Do, 

Oriental Bank Corp.,.......... 
Ottoman Bank,. 
Provincial, of Ireland, 
South Australia,. 
Union, of London, 


Paid, 


All 


Closing Prices. 
21 @22 


Ha %pm. 
62 a4 
18s a20 
15K a 15% x.d. 
21 a@2ly 


113 
9234 
56 

1023¢ 
65 
953% 

106 
97 
854 
7 
9534 
90 
TAK, 
8TK 

101% 


Business Done. 


1634, 4, % 


293g x.d. 
49 
7s 
22 


8975, % 


81, 303g 
26%, 6 
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The London Bankers’ Magazine furnishes the returns of the circula- 
tion of the private and joint-stock banks in England and Wales for the 
four weeks ending the 24th of September. Thgse returns, combined 
with the circulation of the Scotch and Irish banks for the same period, 
and the average circulation of the Bank of England for the four weeks 
ending the 21st September, will give the following results of the circula- 
tion of notes in the United Kingdom, when compared with the previous 
month, and with November, 1858: 

Nov., 1858. Aug. 21, 1859. Sept. 24, 1859. 
Bank of England,.........++++ £21,077,449 £21,905,232 £21,249,045 
Private banks, 8,456,409 8,299,177 8,885,672 
Joint stock banks,.......... mae 2,970,917 2,895,934 2,962,346 


Total in England,...........+. £27,504,775 £28,100,343 £27,597,063 
“ Seotland, 4,383,305 3,978,421 4,039,817 
” PPOMGG,, . cccwscccncss 6,835,115 6,316,543 6,614,144 * 


-_—_— —_—— 


United Kingdom,........... £88,728,195 £38,395,307 £38,251,024 


And as compared with the month ending the 25th of September, 1858, 
the above returns show an increase of £1,445,506 in the circulation of 
notes in England, and an increase of £2,292,358 in the circulation of the 
United Kingdom. 

On comparing the above with the fixed issues of the several banks, the 
following is the state of the circulation: 

The English private banks are below their fixed issue,..............- £1,019,268 
The English joint-stock bauks are below their fixed issue,........-.... 840,011 


Total below fixed issue in England,.......sceceeeccsecceccccees £1,859,274 
The Scotch banks are above their fixed issue,..........eesececeeeess 1,390,546 
The Irish banks are above their fixed issue,.....cccccccccccccccccces 259,650 
The average stock of bullion held by the Bank of England in both 
departments, during the month ending the 21st of September, was 
£16,872,467, being a decrease of £239,689, as compared with the pre- 
vious month, and a decrease of £1,532,443, when compared with the 
same period last year. 
The following are the amounts of specie held by the Scotch and Irish 
banks during the month ending the 24th of September: 
Gold and silver held by the Scotch banks,.............. £2,389,415 
Gold and silver held by the Irish banks,........... scccs  S2S8,077 


£4,622,392 


Being an increase of £41,509, as compared with the previous return, and 
a decrease of £63,828, when compared with the corresponding period 
last year. 

An increasing demand for money is noticed in the London market; the 
Times of the 26th October says: The disquict on the Spanish and other 
continental questions, caused the English funds to open this morning at a 
renewed decline of a quarter per cent., but there was subsequently a bet- 
ter feeling. Consols for money were first quoted at 953 to #, whence, on 
the publication of the Paris correspondence in the second edition of the 
Times, they advanced from 953 to}. After regular hours a further increase 
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of strength was observable, and transactions then took place at 953 to 96. 
India scrip, on which the third instalment of 25 per cent. was paid to- 
day, closed at 103 to 4. The amount to be paid upon was only £700,000 
—the payments having already been made in full on £4,300,000, Ad- 
vances on government securities were sought at 14 to 2 percent. Dur- 
ing the morning the government broker again bought £15,000 reduced, 
on account of the guarantee fund for the redemption of the old India 
stock. Reduced and new three per cents left off 944 to 3; Bank stock, 
224 to 226; India stock, 221 to 223; India debentures, new, 964 to 3; 
India bonds, par to 4s., and Exchequer bills, 27s. to 30s. premium. The 
demand for money continues to increase, and the general rate is little, if 
at all, below the bank minimum. 

Subjoined is a weekly table from the London Kconomist, affording a 
comparative view of the Bank of England returns, the bank rate of dis- 
count, the price of Consols, the price of wheat, and the leading exchanges 
during a period of four years, corresponding with the present date, as 
well as ten years back, viz., in 1849: 


Bank of England Returns, showing the Bank Rate of Discount, the 
Price of Consols, the Price of Wheat and the Leading Exchanges dur- 
ing the years 1849, 1856-57-58 and 1859. 


1849, 1857. 185s, 1859. 

Circulation £19.975,000 £20,126,000 £21,215,000 £22,521,000 
Public deposits,...........+...- 5,564.000 5 530,000 5,098,100 6,229,000 
Other deposits, 9,401.000 10 686,000 13,701.000 14,240,000 
Government securities, 14.282,000 10,593,000 10,879,000 11,209,000 
Other securities. 9,937,000 18,203.0°0 15,155,000 18,291,000 
Reserve of notes and coin, 9.711,000 6 341,000 11,494,000 9.808.000 
Coin and bullion, 14,581,000 11.259.000 17,144,0: 0 17,009.000 
Bank rate of discount 8 per ct. 53g per et. 3 per ct, 2}¢ per ct. 
Price of Consols, ............. 93 91K 96g 9536 
Average price of wheat......... 46s. 3d, 59s, 2d. 45s, 2d. 45s. 11d. 
Exchange on Puris, (short,) 25.40 25.20 a 25,25 25,10 a 25,15 2.73¢ a 12K 

Do. Amsterdam, (short,) 12,03¢ a 12,1 Walt WjlewyalltT 1113441114 

Do. Hamburg, (3 mos.,) 13 a4 123¢ 138% 413,84 18,84 13,84 13,5% a 13,5% 


At the corresponding period of the vear 1849, a great battle had been 
fought between the Russian General Paskrewitscu and the insurgent 
Hungarians, with what result had not transpired. The Austrians were 
besieging Venice. In France, President Louis Napoteon was on a tour 
through the provinces. The “state of siege” had been abolished in 
Paris, and anticipation entertained in some quarters that the President’s 
féte-day, the 15th of August, would be signalized by a coup d’etat, had 
not been realized. Great attention was directed to the recent discoveries 
of gold in California, but their full significance and extent were not yet 
accurately appreciated. 

In 1856, although the demand for gold for the Bank of France con- 
tinued, there was a good deal of speculation on foot in various channels. 
Two new joint-stock banks had just been started at Hamburg. The 
Turkish six per cent. loan of 1854 commanded 103} per cent 

In 1857, little was spoken of but the mutiny in India; but the fall in 
the funds had been arrested by a vast number of investments for account 





1859.] Banks of New-York. 479 


of the public. The bank rate of discount was 54 per cent., with a pros- 
pect of arise. The enormous sum of £1,095,000 in silver was engaged 
for the next packet for the East. 

In 1858, the “other” securities in the bank were steadily running 
off, and the rate of discount in the general market was one-half per cent. 
below the bank minimum, notwithstanding the impending payment of 
half a million on the Indian debenture loan, The war in China was upon 
the point of terminating. The Atlantic Telegraph cable was still found 
capable of transmitting messages, though not with the regularity that 
was desired. 





BANKS OF NEW-YORK. 


Tue increased business of the banks of this city, according to their quar- 
terly returns, is shown by the annexed summary, including capital, bank 
balances and individual deposits : 


Date, Capital, Bank Balances, Deposits. 
September, 1851,.......eeeeeeee+ $34,603,000 $10,777,000 $36,957,000 
September, 1852,.......0.0 ereee 86,791,000 22,434,000 49,608,000 
June, BE ices eoscsnceess S000nee 24.961,000 59,078,000 
September, 1855,.....ceseeee+ee+ 48,683.000 18,525,000 58,657,000 
March, 59,703,000 22,888,000 70,760,000 
June, 67,041,000 28,275,000 74,806,000 
September, neces 68,933,632 18,379,680 75,497,518 


The more active movements of the banks as to loans (including stocks 
and mortgages) due from other banks, and specie reserve, at the same dates 
as above, are shown by the annexed summary : 


Date. Loans, Bank Balances, Specie. 
September, 1851,......e+eeeeeees $70,516,000 $4,178.000 $6,032,000 
September, 1852, 94,355,000 4,228,000 8,702,000 
June, eer errr eee 102,714,000 6,872,000 12,174,000 
September, 1855,.. cgeccsacs IOC SSE O09 4,919,000 9,747,000 
March, 1857,.. 122.790,000 5,419,000 10,786,000 
June, 1858, 127,662,000 5,338,000 31,704,000 
September, 1859,.......ceececce+ 115,708,233 4,714,259 20,556,277 


The ratio of the specie to the deposits and circulation, was, 


September, 1859,......0eseceee ipineweeias snow SRK 
June, eee ete ee 
June, 1858,. cae Dae 


Had the expansion of 1859 gone on—had it not been checked in the 
early part of the summer—it is evident that we would have, ere this, en- 
countered or entered upon a season of great embarrassment. We have 
now happily arrived at the season when all serious apprehension of 
danger is removed by supplies of agricultural commodities coming for- 
ward for export. But the result of these exports, the extent to which our 
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exports can be made available abroad, and the prices to be realized for 
them, must be known with some degree of accuracy before we can arrive 
at definite conclusions as to the margin for bank expansion in the future. 

The following is a summary of the comparative condition of the banks 


of this city in June, 1858, June, 1859, and September, 1859 : 


LiaBILitigs. 
Capital,.. .. 
Net profits,....... 

Circulation, 

Due other banks,........ hae 
Individual deposits,....... eee 
Miscellaneous,..... els 


Total liabilities,.......... 


Resources. 
DR co. cisavee teetnaae 


Bonds and mortgages,..... maid 
Real estate, 

Due from other banks, hawiicka 
Ge NMS ss ascececsiac wave 
eee 
Overdrafts,. 


eeeeee eevee 


sete were etre eeee 


Total resourees,.. 


June, 1853, 


- +. $67,041,182 


7,531,640 
7,080,396 
28,275,878 
74,806,752 
430,561 


- $185,166,404 


June, 1858. 
$118,299,388 
8,922,278 
440,335 
5,815,368 
5,338,023 
14,594,592 
$1,704,814 
51,606 


$185,166,404 


June, 1859. 
$68,645,014 
7,555,451 
8,128,072 
23,744,605 
72,718,844 
571,902 


$181,358,883 


June, 1859. 
$118,543,934 
12,210,779 
503,312 
6,055,947 
6,213,451 
17,099,736 
20,682,304 
49,445 


$181,358,888 


Sept., 1859. 
$68,933,632 
7.077.024 
8,211,126 
18,379,680 
75,497,513 
1,167,579 


$179,266,554 


Sept., 1859. 
$115,708,238 
11,911,174 
505,027 
6,316,469 
4,714,259 
19,499,987 
20,556,277 
55,128 


$179,266,554 


The quarterly returns of the banks of this State, under date 24th Sep- 
tember, show the following result : 


LiaBiuitiezs. 
Capital, 
Cireulation,. 
Profits, . sak 
Due other ‘banks, 
Due cthers, . 
Due Treasurer State of N, Y 
Due depositors,........ eee 
Miscellaneous,.........ceeee0- 


_ ere be edseeenen 


Resources. 
| ere Mitthomrbenwe 
IRs «616 dat weiehyi:é-60 
Due from banks,............. 
Real estate, 
Specie, 
NN Si sith d ac toteipayay bin si 


Bonds and mortgages, 

Bills of other banks,.......... 

Expense account, &c.,. 
Total,... 


54 City Banke, 
$68.938,6382 
8,138,177 
7,517,246 
18,379,679 
458,893 
285,237 
75,497,518 
496,470 


$179,706,847 


$115,708,234 
55,772 
4,714,258 
6,201,758 
20,556,276 
18,498,332 
12,025,885 
505,027 
1,001,653 
439,652 


«+ $179,706,847 


Country Banks. 
$42,063,408 
19,832,791 
4,997,852 
5,612,437 
484,612 
1,587,989 
27,609,153 
1,352,341 


$103,540,083 


$66,711,900 
$80,545 
7,504,725 
2,445,745 
1,469,861 
1,217,789 
14,720,811 
7,490,514 
963,672 
684,521 


$103,540,083 


Total, 
$110,997,040 
27,970,968 
12,514,598 
23,992,116 
943,505 
1,873,226 
103,106,666 
1,848,811 


$283,246,930 


$182,420,134 
886,317 
12,218,983 
8,647,503 
22,026,137 
19,716,121 
26,746,696 
7,995,541 
1,965,325 
1,124,173 


$283,246,930 





Banking in Scotland. 


BANKING IN SCOTLAND. 
From the London Times, October 28,1859. ~ r 


Ir it were possible for the public to be stirred by any further revelations 
of Scotch banking, especially as it has been practised in the city of Glas- 
gow, a bill of complaint just filed by a shareholder in the Edinburgh and 
Glasgow Bank, which stopped in June last year, against the chairman and 
joint managers would have that effect. But such things have become 
utterly tedious, and every one would sketch the history of an insolvent 
concern of this nature without troubling himself to look into details. The 
hard self-possession of the principal actors, their pharasaical public life, 
the eagerness with which their misdeeds are ultimately palliated by the 
circles in which they have flourished, and the closing dexterity of their 
manner of completing, by every technical plea, the impoverishment of such 
of their victims as may be tempted by despair to seek the law courts, are 
common almost to every case, Little attention, therefore, can be expected 
for the recital in question, which for the present must be received as ex 
parte, and of “ai the following are the heads :—From February, 1850, 
to 1858, he (Mr. Jonn Cutten) constantly: purchased shares in the Edin- 
burgh and Glasgow Bank on the strength, as he avers, of the reports sub- 
mitted at each meeting, until his holding amounted to about £6,000, of 
which sum he now claims restitution from those whom he charges with 
having squandered it. The bank had offices in Edinburgh and Glasgow, 
with directors in each city ; its capital was £1,000,000 in £5 shares, and 
the usual provisions, to which some persons, who fancy that honesty can 
be secured by an abundant complication of legal restraints, attach so 
much importance, were made to prevent improper advances to the di- 
rectors or others, and to compel the winding-up of the bank on the loss of 
one-fourth of the capital. But it is alleged that in 1850, when the report 
announced “a large and steadily increasing business,” and recommended 
an annual dividend of 6 per cent., free of income-tax, there was an over- 
drawn sum of £737,001, which had been received by nine persons or 
firms, none of whom could meet their engagements. Two of these who 
were indebted to the Bank £290,099 had actually passed into insolvency 
prior to the date of this meeting, yet the amount proposed to be written 
off for bad debts was £11,457, “leaving a reserve fund of £106,140.” 
During each successive year the ruin became greater, but the reports, 
even when they confessed partial losses, always stated they were such as 
might easily be retrieved, and that the current business was most exten- 
sive, safe and profitable. When the shares declined the bank made large 
purchases, and these constantly figured in each balance-sheet as good as- 
sets, under the head of “ stock-investments.” 

On one occasion, when a shareholder wrote to the secretary, intimating 
his intention to point out at a general meeting a false statement in the re- 
port, the bank sent their law agent to him to purchase the whole of his 
shares at par, and thus to prevent his attendance. Throughout the whole 
of this time the bank was in debt to its London agents, and was kept alive 
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solely by a wholesale system of re-discounting. Yet in February, 1858— 
only four months before the final stoppage—when an acknowledgment of 
some heavy losses had become unavoidable, and it was deemed expedient 
to recommend that the £5 shares should be reduced to £2 10s. each, 
this necessity was attributed only to the discovery of old standing defi- 
ciencies, and it was announced that under the proposed arrangement the 
bank would be in a “sound and satisfactory condition,” that the business 
for the past year had been “ most profitable and satisfactory,” and that, 
although a dividend of only six per cent. was recommended, a considera- 
bly larger distribution might have been fairly declared. At the same 
time, the chairman, Sir W. Jounston, recommended the shareholders not 
to sell their shares, but to buy more, and concluded with the assurance, 
“We have revealed every thing ; we have made a clean breast of it,” or 
words to that effect. Three months later there was renewed alarm, and 
the shares again began to fall rapidly, when the bank sent out a circular 
assuring the holders that there was no ground for it, that every thing was 
in a sound position, and that nothing was required but the cordial support 
of the parties interested to secure “continued” prosperity. This caused 
a rise, but it was only temporary, and in the course of about nine weeks 
the bank had ceased to exist. On the 21st of June, 1858, the chairman 
reported that they had been compelled to make an agreement under which 
their affairs would be wound ‘up by the Clydesdale Banking Company, 
and the shareholders have since learned that the whole of the assets have 
been absorbed, and that there will be no return to them of any sum what- 
ever. 


TeNnNESSEE.—Mr. Cave Jounson, President of the Bank of Tennessee, has prepared 
for the Legislature the following statement ef the profits of that bank: 

Net profits for the year ending July Ist, 1858, $423,549 78. Net profits for the 
year ending July Ist, 1859, $225,549 78. The rate per centum for the year 1857-8, 
13 45-100 per cent. The rate per centum for the year 1858-9, 6 13-100 per cent. 
Net profits for six years, $1,780,020 64. Rate per centum during that time, 
10 18$-100 per cent, 

Gov. Harnis of Tennessee and Gov. Brown of Georgia, both recommend the very 
severest limitations and restrictions upon the banks of those States, The latter says: 

“T also recommend, that the penal code of this State be so changed as to declare 
that a future suspension of specie payment, by any bank in this State, shall be ad- 
judged as conclusive evidence of fraud on the part of the President and Directors 
of such Bank; and that the same be declared to be a high misdemeanor, and 
punished by confinement and hard labor in the Penitentiary of this State, fora term 
not less than five nor more than ten years; and that the grand jurors of each county 
in this State, in which a bank is located, shall, at the opening of each term of the 
court, in addition to the oath now prescribed by law, further swear that they will 
diligeutly inquire, and true presentment make of all cases of bank suspension which 
have occurred in the county since the last term of the court; and in case any grand 
jury shall present any bank as having suspended specie payment, that it shall be 
the duty of the Solicitor-General forthwith to make out bills of indictment against 
the President and Directors of such bank.” 

Propositions bave been introduced into the Tennessee legislative proceedings from 
the banks at Nashville, with the special purpose to repeal the law of the last session, 
requiring all banks to pay out only such currency as is redeemable at the place of 
issue; and a meeting of merchants has been held in Nashville to devise the means 


of effecting this repeal. 4 
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MISCELLANEOUS. 


Baxk Surr.—The suit of the Atlantic Bank, of New-York, against the Patterson 
Manufacturing Co., on trial in the Passaic Cireuit Court, before Judge Oapen, 
in October last, terminated says the Trenton American, in a verdict for the 
plaintiffs for the full amount claimed. This action, one of much interest to the 
commercial community, has settled, according to the charge of the judge, that 
negotiable paper issued by a corporation for accommodation, is in the hands 
of a bona fide holder for value, without notice of its peculiar character, valid. 
In this case, the President of the Paterson Manufacturing Company loaned, as the 
defendants allege, toa friend in New-York for the accommodation of the latter, the 
checks of the company to a very large amount—some $50,000. This paper, made 
payable to the President’s individual order, and endorsed by him, was passed for 
full value to the Atlantic Bank, in the course of business, and taken by them without 
knowledge of the fact that it was accommodation paper. It was insisted by the 
defendant’s counsel, that the company, being a manufacturing association, had no 
power to make accommodation paper, and that as these checks were made payable 
at a future day, and the words “ acceptance waived” were written across their face, 
any holder would have had legal notice of their character. The court charged the 
jury, that even if the company had no power to issue the paper, yet if that fact did 
not appear upon its face, that checks in the hands of a bona fide holder without 
actual notice, are good against the company. Counsel for the plaintiffs, Gen. T. 
Runyon and F, T. Frevincuuysen, of Newark. A verdict in favor of Gorge P. 
Netson, on paper of like character, against the same company, for about $2,000, 
was taken at the same time, by the same counsel, 

Tue Bank or Enctanp Norte Case.—Before the Supreme Court of New-York, Hon. 
Judge Roosevetr presiding, Oct. 27. Israel Steinhardt vs. John G. Boker and John 
Boker. This case, which has been heretofore noticed in the Herald, has occupied 
the court for the last six days. It is an action to recover the amount of two Bank 
of England notes for £700 and £200 sterling, and which, as alleged, were deposited 
with defendants by a customer of theirs named Kony, but which were placed to his 
credit on their books, and the proceeds kept by defendants’ firm. A vast deal of 
testimony was given on each side, from which it appeared that the plaintiffs deposited 
the two notes with Kony. Mr Hoxte summed up for defendants, and Exg@udge 
Dean for the plaintiff. In the course of his remarks, he alluded to the late defalea- 
tion in the Fulton Bank. Lane, with that money, had purchased diamonds and 
jewelry, and when at last the swift foot of justice, which will always follow and 
discover every man in the end, and the officers of justice went to the house, what 
did the lady do? Did she say, “ this jewelry and these trinkets are mine; I know 
nothing of the defaleation—nothing of the fraud—lI will keep them to hang around 
my neck ;” or did she go and hand the property over? She did so, and the bank 
received the proceeds. 

The judge charged the jury, and in the course of his address he said, that in de- 
termining the facts of the case, it would be their duty first to inquire how far the 
testimony of Kony, the plaintiff’s chief witness, is to be depended on, Kony, 
who kepta small hotel or cafe in Ludlow-street, near Grand, was in the habit of 
purchasing his wines from time to time, in small quantities, from the Messrs. Boxer, 
paying them by weekly or nearly weekly instalments on account, sometimes of $100, 
once of $200, but usually $50 at a time. It seems, however, that by some unex- 
plained oversight he had been suffered to get in arrear, at the time when the present 
controversy originated, to the extent of $4,800—apparently a most extraordinary 
credit for such a customer. He was, as we may easily suppose, in the pressure of 
the panic of 1857, urged for payment. In this state of things, on the 22d of October 
of that year, he came rushing into the counting room of the defendants, in his 
naturally excitable manner, with two Bank of England notes, amounting to upwards 
of $3,000, in his hand, exclaiming, “‘Here’s money for you.” After some further 
remarks, the judge said—You will judge from these expressions and from the other 
facts of the case, whether the parties intended a special deposit to be returned in 
the identical thing, or a general deposit to be returned in Bank of England notes of 
like amount. If the latter, then the plaintiff cannot recover. The jury had not 
agreed at the rising of the court, and a sealed verdict was ordered. 
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FOREIGN ITEMS. 


Tue New Inptan Loan.—The Indian Five Per Cent. Loan of £5,000,000 continues 
to be dealt in by anticipation at the price of 983, and the firmness of the Consol 
market to-day will strengthen the prospect of its successful completion. There are 
sixty millions of the old debt, chiefly in 5 per cents, about forty millions of railway 
and other guaranteed stocks, thirteen millions of debentures to be paid off between 
now and 1864, besides two millions of these debentures remaining to be issued, seven 
millions of 4 per cent. India bonds, re-payable at any time on a year’s notice, and a 
probability, from the recent statement of Sir Cuartes Woop, that a further loan of 
six millions will be required next year. Wemay also be certain, that if any rally in 
the market should but carry the stocks of the guaranteed companies to a slight pre- 
mium, the pressure on the Council for new guarantees under the ery for * the im- 
provement of India,” would be such as to insure that there would always be a 
sufficient amount of Indian securities at 5 per cent. in process of creation to meet 
any possible demand. The subject, therefore, is not necessarily limited to a ques- 
tion of intrinsic value. The market will bear only a certain quantity either of 
Indian securities, British stocks, or any other commodity. Gold itself diminishes 
in worth in exact proportion as you increase its quantity. Still, although these 
suggestions may prove useful in preventing persons frum offering inconsiderate 
terms, they are not of a character to demonstrate that the current stock exchange 
estimate is far from the correct puint. No more guarantees will be given until the 
present guarantees are above par, and in India the course of native capitalists is so 
capricious that the home debt may at any unexpected moment come again into favor 
and be raised to a price that will not compare disadvantageously with the quota- 
tions on this side.—London Times. 


Russian Fixancz, Aug. 2.—The Government has sanctioned the “ General Com- 
pany of Banking and Commerce,” got up in the city by Baron Haser, Baron 
Hansemann and others. The capital of the company is to be £8,000,000 in 400,000 
shawtes of £20. In addition to the usual banking operations the new bank is to en- 
courage the formation of companies of manufactures and commerce. The said 
Messrs. Haser and Hansemann took part with Messrs. GLapstone, Thomsoy, Bonar 
and Donoy, in establishing, some months back, at Paris, the “ General Company of 
Industrial and Commercial Credits,” and our new bank seems destined to occupy in 
Russia pretty nearly the same field as that one does in France. 

The Government has ceded to a company, with a guarantee of 44 per cent. for 
80 years, on a capital of 45,000,000 roubles, the privilege of constructing a railway 
from Moscow to Saratow. The length of the line is about 430 miles, and the capi- 
tal is to be raised in 450,000 shares, 

It is stated from St. Petersburg that the rate of interest on the deposits in the 
hands of the Imperial banks will be reduced from 3 to 2 per cent., and that after 
the Ist of January next, no compound interest will be allowed. 


Tue Bartisn Surttiva.—We presume that the business community are quite ready to 
pass a resolution that the British shilling is a nuisance,—existing, increasing, and 
which ought to be abated. The custom of trade isto take the coin at the nominal rate 
of 25 cents, while its actual value is only 24 cents and a fraction of about a third. 
The effect of this is to bring shillings into Canada in overwhelming quantities. An 
emigrant will only get $4 86 for a sovereign, but for 20s. in silver will receive $5, 
and those who know the fact, naturally bring silver instead of gold, in spite of the 
greater bulk. Besides the constant growth of the circulation, at a loss to the 
country, there is the additional disadvantage that the banks and public offices do 
not accept the current rate, but, on the contrary, refuse to receive the cvin for 
more than 24 cents, The quantity in circulation continually grows larger, the hard 
times compel everybody to make use of all their resources, and the silver is handed 
i: bout from one to the other nominally at the customary rate, but really at a depre- 
¢.atio., because no one will receive it in large sums save as a favor, for which they 
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generally expect an equivalent. It is evident that all this must cease some time or 
other, and we know no reason why the stoppage should be postponed. The Toronto 
Board of Trade took the initiative by recommending that after the 1st of August 
the shilling be taken at 24 cents, and no more. We believe that the general adop- 
tion of this rule will rid us of the difficulty, though it will cause some slight loss to 
persons who hold the silver at the moment. The effect would be to check the im- 
portation of the coin, and to favor its export. There would be a profit of one-third 
of a cent on each shilling sent to England, and though this is trifling, it would ulti- 
mately effect the the desired object. It would certainly remove the superfluity 
which is the main trouble at this moment. The Americans adopted the same 
method to get rid of the Mexican quarter and shilling, and succeeded.—TZoronto 
(W. C.) Globe. 


Russta.—The concessionaries of the new Russian bank to be established in St. 
Petersburg, with a capital of £800,000—Baron Haper, M. Hansemann and Baron 
Murxeys—are persons largely connected with the financial operations of the Conti- 
nent, especially those which arose during the speculative fame of the Paris Credit 
Mobilier. They will, therefore, be likely, with the assistance of the court party, 
considerably to promote the ardor for Bourse transactions, which has lately become 
a strong feature at the Russian capital. The movement is favorable to the proba- 
bility of peace being preserved in Europe during the next few months, since it 
would hardly have been undertaken, unless with the belief that there would be 
time to realize good profits. Baron Haser, manager of the Bank of Darmstadt, 
has much influence, and was formerly established at Stutgardt. He is connected 
with many German enterprises, including the Credit Mobilier in Vienna, and is pre- 
sumed to be the Baron Haser, who, during the Spanish war, was much engaged in 
affording assistance to Don Carlos. M. Hansemann is a director of the Discount 
Bank in Berlin—an establishment which usually takes a part in public loans, 


Bank or Exatanp Notes.—The Bank of England notes, which are now very rarely 
imitated, are distinguished in their execution by the utmost simplicity of design and 
work, Had the bank directors belonged to the Society of Friends, by whom vain 
adornment is repudiated, they could scarcely have agreed upon a more simple and 
plain bank note. Yet, with all this simplicity and plainness, a forgery of it is sel- 
dom made, and, when made, is readily detected. The protection lies in the simpli- 
city. Instead of being covered with many and beautiful decorations and drawings, 
including gems of landscape by Darley, or portraits of individuals, or reminiscences 
of Grecian mythology, the note of the Bank of England is little more than a promise 
to pay, duly dated and numbered, with signature of cashier, or one of his assist- 
ants, on the right side, and the signature of an entering clerk on the left. 

The chief peculiarity is a different ink employed on the mechanical numbering of 
each note, and a mathematical exactness and harmony on the whole engraving. 
There are a few secret marks—five in all—consisting of dots placed with apparent 
carelessness on various parts of the note, which bank clerks and other initiated pers 
sons can immediately ascertain. (We shall be happy to point them out to the pos- 
sessur of a Bank of England note who will present us with the same in payment for 
the lesson.) Above all, the paper, with its peculiar water-mark, is difficult to be 
made. To imitate it would be as felonious as to forge the handwritings on the note 
itself. This paper is made by a process known only to a few confidential persons in 
the bank, and even were the mystery laid open, would require such a costly plan 
of intricate machinery, that persons possessed of the pecuniary means to establish 
it for this purpose, would be so far above the usual inducements to crime, that they 
would scarcely be induced to run the risk. This paper possesses such remarkable 
toughness, that if a Bank of England note be twisted, with a weight of two hun- 
dred and twenty-four pounds suspended to it, the twist will sustain it without 
yielding or breaking.— Philadelphia Press. 
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BANK ITEMS. 


Notice to Casnrers.—Tne Mercuants anp Bankers’ Register, for 1860, will be 
published in December, 1859, and will contain—I. Names of Banks throughout the 
United States, arranged in States, Towns, &c.; names of Presidents and Cashiers of 
each, and capital. II. Names of private bankers throughout the United States, 
Canada, &c. III. The law of each State as to “ Attachments,” “ Limitations,” ce. 
IV. Annual Report for 1859, on Cotton, Sugar, Foreign Exchanges, Tobacco, Hides, 
Hemp, Wool, Tea Trade, Life Insurance, Marine Insurance, Fire Insurance, Fluctua- 
tions in Stocks, &c. The publisher requests information as to the establishment of 
new banks, and to the changes among Bank Presidents and Casbiers. 

New-York.—Mr. Wa. J. Layg, for many years Cashier of the Fulton Bank, has 
resigned his situation in that institution, and his resignation has been accepted. 


Rochester.—Tuomas H. Rocuxsrer, Esq., has resigned the Presidency of the Ro- 
chester City Bank. Exenrzer Ety, Esq., is appointed President pro tem. 

Matnz.—N. H. Brapsury, Esq., who, for nineteen years, has filled the cffice of 
Cashier of the Belfast Bank, has felt compelled, by the state of his health, to resign 
that position. His son, Atpion H. Brapsury, succeeds his father in this office. 


Massacuvsetts.—A meeting of the subscribers to the stock of the Pawners’ Bank 
was held at the rooms of the Boston Provident Association, in November. The 
meeting was called to order by Mr. Frepertck W. Sawyer. Mr. Giveon F. Toayen 
was elected Chairman, and Mr. James H. Werks Secretary. Mr. Sawyer stated at 
length the object of the organization, and the conditions of the charter, one of which 
requires the annual meeting to be held in October. He stated that $33,000 had 
already been subscribed, but that $50,000 were required before the Bank could or- 
ganize and proceed to business under its charter. He said that both in the Legisla- 
ture and among the citizens of Boston all were in favor of the movement, and that 
it was very desirable that the balance of the stock should be subscribed for and the 
Bank put in operation by the first of December, when the necessities for such an 
institution were the most felt. Gen. Joun S. TyLEr approved of the movement, and 
referred to the Montes de Picté of the continent of Europe as showing the great 
benefit which might be realized by such organizations in this country. He ex- 
pressed the opinion that within a few years the whole capital ($390,000) would be 
required, and that the stock would undoubtedly be a good dividend-paying stock, 
that could be disposed of, and would be sought for, in the market, like any other 
bank stock. 

Mr. Wm. E. Baxer gave an account of the Pawners’ Association in London. Mr. 
Heyry Prympron spoke encouragingly, and, in evidence of his interest, doubled his 
original subseription. The Chairman urged the necessity of organizing this pioneer 
movement on such a basis as would insure success, and afford an example for similar 
organizations in other places. Mr. Josrrn S. Rorgs, Rev. C. F. Barnarp, Mr. Patrick 
Donanog and Mr. Samvet Jounson, Jr., also addressed the meeting in favor of the 
project. Mr. Samvet Jounson, Jr., moved that a committee of six be appointed to 
collect further subscriptions, and report at an adjourned meeting. Gen. Jonn S, 
Tyter offered an amendment increasing the number to twelve. The amendment 
was adopted, and the motion was then carried. The following named gentlemen 
were selected as the Committee: Jonny S. Tyrer, Frepertck W. Sawyer, Exsen B. 
Foster, James H. Weeks, Tnoomas D. Quincy, Wa. E. Baker, Henry Prympton, SaMvEL 
Jounson, Jr., Josepn S, Ropes, Avcustus Lowetn, Patrick Donanogz, Joun BicErow. 
On motion, Mr, G. F. Tuayer and Rev. C. F. Barnarp were added to the Committee. 


Beverly.—The Boston Bee reports of the Bass River Bank of Massachusetts. as 
follows: ‘We are informed that the present Board of Commissioners made their 
first examination of the Bass River Bank on the 8th of August last, at which time 
the affairs of the institution appeared in a very satisfactory condition. The Com- 
missioners discovered a diserepancy in the accounts of the Bank, amounting to about 
$17,000. This deficiency had been concealed from the President and Directors for 
a number of years, and was also kept from the former Board of Commissioners, at 
their stated examinations. Since the discovery, the Bank has received sufficient 
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property to make good the amount of the deficiency. Other irregular mattérs have 
also been brought to a close, and the Bank is altogether in a healthier condition 
than when visited in August. It is but just to say that report speaks highly of the 
honorable aid of the President and leading Directors in bringing about this favor- 
able change. Had the Bank been closed up in August, the bill holders would 
doubtless have suffered a severe loss, and the stock have proved wholly worthless, 
We would again say to bill holders, that, from the best information we can obtain, 
they are fully secured from loss.” 

Boston—Cuas. Rice, Esq., has been elected President of the Bank of North America, 
of Boston, as successor to the late Gzorce W. Crockett, Esq. 


Monson,—I. R. Frnt, Esq., hitherto Cashier, has been elected President of the 
Monson Bank, Mass., in place of W. R. Fiynt. E. C. Rostson, Esq., succeeds Mr. F. 
as Cashier. 

Ixt1vo1s.—Some of the Banks of Illinois resort to all sorts of expedients to avoid 
redeeming their bills in specie, and not of the most creditable character either. Not 
long ago, two bankers of that State made up packages of five or six hundred dollars 
each, of the bills of the Reapers’ Bank, of Fairfield, Illinois, and sent them down to 
that institution for redemption. The Cashier of the Reapers’ Bank commenced pay- 
ing the bills, one at a time, and in small silver coin, the consequence of which was 
that at the close of the day there remained a large quantity of the bills unredeemed. 
These bills were protested, and the Auditor applied to, as usual, to sell the securi- 
ties of the bank, lodged in his hands, which consisted of United States Bonds. Be- 
fore he could do so, however, the Reapers’ Bank served three injunctions upon the 
Auditor, obtained from the Superior Court of Chicago, enjoining him from selling 
the securities of the bank, on the alleged ground that the protest was illegal. 


PennsYtvanta—The meeting, on Monday, November 14th, before the Auditor of 
the account of the trustees of the Bank of Pennsylvania, was unusually well at- 
tended, every class of creditors being represented. The Attorney-General presented 
the claim of the Commonwealth, in a speech evincing great ability and research, 
pressing upon the Auditor the priority of the claim of the Commonwealth. He 
regards the unpaid taxes upon the dividends for 1857, and on the capital stock for 
the same year, as stated and settled by the Auditor-General and State Treasurer, 
under the provisions of the act of April, 1844, in the nature of a charge upon the 
real and personal property of the concern, binding it in the hands of the assignees, 
and to be first paid by them, to the exclusion of all other claims whatsoever, out of 
such assets as can be converted into par funds, 

Gerorce M. Wuarton, Esq., on behalf of the British house holding the famous fifty 
thousand pounds sterling bill, which bears the endorsement of the bank, made an 
exceedingly ingenious argument to show that none of the laws providing for « pre- 
ference to note holders and depositors as against general creditors, were applicable 
to the Bank of Pennsylvania, which failed and made an assignment while acting 
under an extension of its charter, granted prior to the passage of any of the laws 
providing for such preferences. If the principle cf equality, so skilfully urged by 
Mr. Wuartoy, should be adopted by the hates, and sustained by the Supreme 
Court, and the claim of the city banks for a dividend upon the full amount of their 
original claims (without reference to the sums realized by them from the collateral 
securities turned over to them by Mr. Attisone, without, as is alleged, the assent or 
even the knowledge of the Board of Directors,) should be established, the gross 
amount of claims against the fund in the hands of the assignees will be swollen to 
a sum exceeding two millions of dollars. 

Inasmuch as a preference to the notes and deposits, if allowed by the Auditor 
and sustained by the Supreme Court, would render the proof of any other claims 
against the bank unnecessary, it was suggested by the counsel for the assignees, St. 
Grorce Tucker Campset, Esq., and assented to by Mr. Wuarton and V. L. Brap- 
rorD, Bexsamin Gernarp and Cuarces E. Lex, Esqs. representing the city banks, 
that the argument before the Auditor, as to the claims represented by these gentle- 
men, should be deferred until the second account of the assignees, embracing the 
proceeds of the banking-house in Chestnut-street, should come before the Auditor 
for adjustment—leaving the comparatively small amount of par funds, included in 
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the first account, to be distributed without reference to the claims represented by 
these gentlemen respectively. The effect of this arrangement will be to avert un- 
necessary litigation and expense, and procure an early settlement of some, at least, 
of the vexatious difficulties arising out of the curiously complicated affairs of this 
most unfortunate wreck. 

New-Jensty.—The following is the summary of the quarterly statements of the 
New-Jersey banks for October, compared with that of July, with the exception of 
the Iron Bank, Morristown, and the Hudson County Bank, Jersey City, statements 
from which had not been received: 

LIABILITIES, 
October, 1859. July, 1859. 
Capital stock,....... inndetes $7,666,025 00 $7,714,806 00 
Circulation, 4,621,992 00 4,823,260 00 
Deposits,........ eevccccce 5,361,663 18 5,671,823 50 
Dividends unpaid, 94,973 32 73,757 01 
Due to other banks,........ 810,902 12 653,028 87 
Other debts,.......6..0008 83,119 63 82,312 15 
BUPPING ccc tscccccse eeeee 1,879,085 98 1,895,792 48 


RESOURCES, 


Bills discounted,........... 14,755,206 53 14,857,276 35 
iscasikpsacness esses 945,187 26 932,658 59 
Due by other banks,....... 1,997,206 64 1,824,283 31 
Notes, checks, do.,......++ 553,289 80 726,165 74 
Real estate,.......... esses 417,074 63 451,853 81 
WOON 65.0 55.60 08s0000s 728,953 49 862,609 65 
Other assets,. 411,828 27 491,044 95 
Increase—Dividends unpaid, $21,216 31; due to other banks, $157,893 75; other 
debts owing by the bank, $879 48; specie, $12,528 67; due by other banks, 
$172,923 33. 
Decrease—Capital stock, $48,781; circulation, $201,268; deposits, $209,660 32; 
surplus, $16,756 50; disconnts, $102,069 82; notes and checks of other banks, 
$172,875 94; real estate, $34,779 18; stocks, $133,656 16; other assets, $79,216 68. 


New-Brunswick.—Joun T. Hit, Esq., having resigned the Cashiership of the Bank 
of New-Jersey, at New-Brunswick, the vacancy has been filled by the election of 
Isrart H. Voorness, Esq. 


Virotvia.—The President and Directors of the Bank of Weston have notified the 
Treasurer of Virginia of their intention to wind up its affairs, and cease the business 
of banking, and have authorized him to deliver the stock deposited by said bank, 
upon receiving and cancelling an equal amount of the countersigned notes thereof. 


AtaBama.—Governor Moors, in his annual message to the legislature, under date 
November 14th, says: The Central Bank at Montgomery, and Commercial Bank at 
Selma, promptly and strictly complied with the conditions imposed on them by the 
act legalizing their suspension of specie payments, and resumed the payment of 
specie on the Ist day of July, 1858. 

This act enabled them to do much for the relief of the pressure that then existed 
—by the extension of debts, and furnishing means to purchase the crop of cotton 
then in market. 


Eufala—The Eastern Bank at Eufala, after complying with all the pre-requisites 
imposed by its charter, was authorized to commence banking, and is now in suc- 
cessful operation. It is to be hoped that the currency of this bank will entirely re- 
lieve the people in the southeastern counties of Alabama from the necessity of 
receiving and circulating the notes of the banks of other States. So long as we 
have banks of our own, they should furnish the paper circulation of the State. 
Public policy demands it, and it is necessary for the better security of our citizens. 
The legislation of the State should be such as to exclude, if possible, from circulation 
the notes of foreign banks within her limits, 


Keytucky.—W. Owens, Esq., having resigned the office of Cashier of the Southern 
Bank of Kentucky, at Hickman, A. S. Dasyer, Esq. was appointed to succeed him 
on 10th March last. : 
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Isprana.—The following embraces the Indiana specie paying banks which are 
received at par: 

Bank of the State of Indiana and branches. *Fayette County Bank, Connersville. 
*Brookville Bank, Brookville. *Farmers’ Bank, Westfield. 

Bank of Elkhart, Elkhart, *Hoosier Bank, Logansport. 

Bank of Goshen, Goshen. *Huntington County Bank, Huntington. 
Bank of Gosport, Gosport. Indiana Bank, Madison. 

*Bank of Indiana, Michigan City. *Indian Keserve Bank, Kokomo. 

*Bank of Monticello, Monticello. Indiana Farmers’ Bauk, Franklin. 

Bank of Mount Vernon, Mount Vernon. *Indiana Stock Bank, Laporte. 

Bank of Paoli, Paoli. Kentucky Stock Bank, Columbus. 

Bank of Rockville, Wabashtown. Lagrange Bank, Lima. 

*Bank of Syracuse, Syracuse. *Merch, and Mechanics’ Bk., New-Albany. 
Bank of Salem, Salem. *New-York and Virginia State Stock 
Bank of Salem, New-Albany. Bank, Evansville. 

Bloomington Bank, Bloomington. Parke County Bank, Rockville. 
*Crescent City Bank, Evansville. Prairie City Bank, Terre Haute. 

*Canal Bank, Evansville. Southern Bank of Indiana, Terre Haute. 
Cambridge City Bank, Cambridge City. Salem Bank, Goshen. 

*Central Bank, Indianapolis. State Bank of Indiana and _ branches, 
Exchange Bank, Greencastle. (old bank.) 

Those above marked with a (*) are withdrawing their circulation. The notes 
of the Bank of Monticello are redeemed at the Branch Bank at Lafayette; of the 
Bank of Syracuse, at the Branch Bank, Goshen; of the Fayette County Bank, at 
the Branch Bank, Connersville; Merchants and Mechanics’ Bank, at the Branch 
Bank, New-Albany; New-York and Virginia Stock Bank, redeemed at par at 
Auditor’s office, Indianapolis ; Central Bank, at State Treasurer's Office, Indianapolis ; 
Indian Reserve Bank, at Joun Rowan & Co.’s Office, Kokomo. 


Misnesota.—The Winona County Bank, Winona, Minnesota, being duly organ- 
ized under the banking laws of the State, with a capital of $100,000, will transact 
a general banking, exchange and collection business. Collections made throughout 
the Western States, and proceeds promptly remitted by draft at current rates of 
exchange, A. W. Wessrer, President, Z, H. Lake, Cashier. 


Lovistana—There are no doubts whatever, that there are latent and serious de- 
fects in the so-called free banking or general banking laws of all the Northwestern 
States; that many abuses occur from day to day, and are likely to occur; that 
the free banking law of the State of New-York is generally defective; in fact, it is 
the very essence of shin-plasterdom, particularly outside of the city of New-York. 
In the city or great financial metropolis, 80 called or recognised, they have a system 
and mode of using certified checks of the various city banks, and itis presumed of the 
country banks also, which answer in nine cases out of ten for a circulating medium, 
that is, a bastard currency. There will never be a sound system of banking until 
the laws of the several States adopt the mode and form of the State of Louisiana. 
As we have digressed from our local reports, we return to them with the remark 
that all persons, travellers of whatever nation, and of whatever State or country in 
our great confederacy, coming to New-Orleans, can rely on having their funds or the 
a — locality exchanged on Camp-street, on the most reasonable terms. 
—Y. U. Delta. 


Missourr.—A branch of the Union Bank has been established at La Grange, and 
will commence operations early in December, 1859. President, Joan M. Casuman, 
Esq.; Cashier, J, N. Hacoop, Esq. 


Circulation—It is proposed in Missouri to adopt the New-York system of bank 
note redemption at a central point, at a discount of one-fourth of one per cent. The 
new law proposed : 

Section 1, From and after the first day of July, eighteen hundred and sixty, every 
bank in this State situated out of the city of St. Louis. and every branch thereof, and 
every branch of any bank situated in said city, shall, in addition to the redemption 
now required by law, redeem, on demand, at a rate of discount not exceeding one- 
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fourth of one per centum, at an agency of such bank or branch in said city, the cir- 
culating notes which are payable at such bank or branch, and which may be pre- 
sented at such agency for redemption. 


St. Louis.—The St. Louis Building and Savings Association, under a charter from 
the Legislature of Missouri, and with a capital of $500,000, makes collections of 
commercial paper in Missouri and other States of the West.—See their card on the 
cover of this work.) 

The Comptroller of the City of St. Louis gives notice to persons holding bonds of 
that city, maturing on or before 1st April, 1860, and who desire payment, may pre- 
sent them for redemption at the Bank of the Republic, N. Y. 


Warrensburg.—A branch of the Union Bank of Missouri has been established at 
Warrensburg, Johnson County, Missouri. 


Savings Bank:s.—The Boston Journal has the following report of an important 
movement among the savings banks of Massachusetts. 

Two meetings of savings bank officers have recently been held in this city, at 
which about forty banks were represented, to consider what steps should be taken 
to enlarge the sphere of their operations, which are now considered needlessly con- 
tracted, to the detriment of these institytions. The result of the consultations was 
the adoption of a report recommending various alterations in the laws relating to 
savings institutions, and the appointment of a committee to bring the matter before 
the Legislature. 

The changes proposed are, that the banks shall have liberty to invest their deposits 
in the public funds of the States of Maine, New-Hampshire, Vermont, Rhode Island, 
Connecticut and New-York, as well as in Massachusetts; that they may be permitted 
to loan on bands or other personal securities, with two sureties, guarantors or en- 
dorsers, provided the principal and all the other parties shall be residents of the 

*State; that they shall be exempted from publishing every five years a list of divi- 
dends and balances remaining unclaimed, with the names of the owners, and instead 
thereof be required to publish a list of all persons having to their credit on the 
books any balance exceeding the amount of one thousand dollars, with the amount 
of such excess, 

It is claimed that since the present laws were passed, the depositors in the savings 
institutions have increased in a far greater ratio than the increase of population, 
and that deposits bid fair to increase with still greater rapidity ; while the facility 
for investments has not been enlarged for nearly twenty years, but has, on the con- 
trary, diminished, by the cessation of the United States Bank, and by various legis- 
lative enactments, 


Frauds on Banks.—We note a little incident of recent occurrence, as a warning 
to those keeping accounts with banks to be more careful of their cancelled checks 
and other papers from which their signatures may be imitated. A young employee 
of a banking house was seen leaving the place with a cancelled check in his hand. 
One of the members of the firm, upon questioning him closely, learned that the boy 
had met in a saloon, the evening previous, a man, who, after getting an inkling of 
the extent of the business of the firm, offered to pay the boy $100 if he delivered 
to him one of the cancelled checks of the house.—N. Y. Evening Post. 


Canada Free Banks.—The notes of the suspended banks in Canada have had an 
extensive circulation along our frontiers, and have ridden upon the reputation of the 
old Canadian banks, which our people knew to be sound and reliable. The time was 
when the Canadian Bank notes were the safest to keep of any that came into our 
hands, Things are different now. The Canadian government has been hard pushed 
of late, and has chartered rotten institutions in the form of banks to defraud the 
public at home and abroad, The swindle has been the more successful because the 
people had learned to believe that the system of Canadian banking was sound, It 
was once, but is now somewhat impaired, we fear—Rochester Daily Union. 

These results of the new system of Canada banks are mainly attributable to 
speculators from Buffalo and other places on the frontier. Applications were made 
before Parliament a year age for the charter of the British North American Colo- 
nial Bank, the parties wishing to avail themselves of the high reputation and name in 
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part of the Bank of British North America. This application was rejected. Finally, 
the “ Colonial Bank” was chartered, after much oppvsition, The recent lessons will 
induce the Provincial Parliament to refuse applications hereafter for small banks. 
The old banks have adequate capital, and are fully prepared to establish branches 
wherever really wanted. The evils of a paper currency, based mainly on State 
bonds, without due regard to a specie reserve, are fully shown in the recent sus- 
pensions of two Canadian banks, The International Bank of Toronto suspended on 
the 26th; the Colonial Bank, of a similar character, after undergoing a great run, 
its doors being besieged by thousands of excited depositors, was also forced to sus- 
pend. The Canadian Parliament has of late deviated from its long established 
oped as to banks, and chartered several small ones with limited capital, and led 

yy speculators, There was no occasion for one or more banks at Toronto, That 
city has long been favored with its own solid and local banks, besides branches of 
the Quebec, Montreal and Kingston Banks, and of the Bank of British North 
America, 


Canada Banks—Among the important decisions given in the Superior Court of 
Canada, last week, was one dismissing the suit brought for $40,000, by the Bank of 
Upper Canada, against Mr. James Foster Branxsuaw, the late Manager of the 
Quebee branch of that bank, and in which stock to a large amount in the Bank of 
Montreal has been attached. There is another suit pending between the same 
parties. Mr, Branxsuaw claims $100,000 damages for the illegal attachment.—-Com. 
Advertiser. 

The following named banks of Philadelphia have announced their November 
dividends, which are presented in comparison with those made in May last. Some 
two or three of the new banks have, within the last half year, slightly increased 
their capitals, but the amount is not material, The Bank of North America divides 
in January and July: 


Bangs, Capital Stock, Div'd May. ODivd Nov. Am’tof Div'd. 


Philadelphia,............ $1,800,000 5 $90,000 
Farmers and Mechanics’,. . 2,000,000 4 80,000 
Girard, paaiee 1,250,000 34 37,500 
Commercial,..........0 841,400 34 29,445 
SE 800,000 40,000 
Manufac. and Mechanics’, 570,150 22,806 
RE Re 438,850 13,015 
Ee 418,600 26,116 
Consolidation,........... 267,560 8,026 
IER 0s 5009.0006.05.- 250,000 12,500 
ee 250,000 12,500 
Kensington,........000. 250,000 12,500 
Commonwealth,......... 189,645 5,689 
Corn Exchange,......... 158,910 4,767 
SC metichtedibsinnkes 164,720 4,941 
Tradesmen’s,.......2..0 150,000 6,000 
Bk. of Northern Liberties, 500,000 25,000 
Bank of Ge. iuantown,.... 200,000 8,000 
Bank of Penn Township,.. 350,000 14,000 


_ 


OP CO oo CO CIM Oreo om COR Er Co Co Ro 


$10,844,835 


Currency.—Mr. Joan V. Yara, of this city, proposes to publish a series of 
tables, with mathematical illustrations in the form of diagrams, showing the course 
of commerce and currency for each year, so far as reliable statistics can be obtained, 
since 1790, the prices of a few leading commodities, the rates of foreign exchange, 
&c. It is proposed, also, to add to the tables and illustrations » condensed his- 
torical record of the Jeading events in financial, commercial and industrial progress, 
as exhibited in the phenomena prevalent in these cycles of speculation, revulsion, 
inflation and panic through which the country has passed during the seventy 
years, The data thus furnished, in a form to be easily and readily understood by 
every person conversant with Lusiness pursuits, it is believed will be found useful 
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in assisting the formation of correct judgments as to the future progress of the 
country, if they do not aid in pointing out the consequences of any given condition 
of financial or commercial affairs; and the data having been collected from ori- 
ginal manuscripts and the most authentic sources, it is hoped the work may be 
found a standard one for reference. 

Among the tables are the following: 

1. Imports of the United States, and the portion to each inhabitant, annually, 
since 1790. 2. Exports of the United States, and the portion to each inhabitant, 
annually, since 1790. 3. Foreign merchandise consumed, to each inhabitant, annu- 
ally, since 1821. 4. Specie in bank to each person, each year, from 1834 to 1859, 
5. Specie in bank to deposits in circulation in 1820 and 1830, and for each year 
from 1834 to 1859. 6. Deposits and cireulation to each person in 1820 and 1830, . 
and for each year from 1834 to 1859. 7. Specie in bank to the deposits and cireu- 
lation, in each State separately, in the years 1834 to 1859, 8. Specie in bank for 
each person, compared with the foreign merchandise consumed by each person, in 
the years 1834 to 1859. 


Onto.—Annexed is the statement of the Ohio banks, showing their condition on 
the first Monday in November, 1859: 


Resources. Independent Banks. Free Banke. State Bank, 
Spec Lintiuitetiiiiant $121,544 82 $117,444 94 $1,423,362 62 
Exchange,...... Sepeadieee 166,904 79 287,481 26 784,575 35 
Notes of other banks, 127,903 00 324,852 00 869.093 00 
Due from other banks,.... 102,985 05 277,299 52 447,349 83 
PD retry 1,453,755 77 1,403,036 47 8,205,434 38 
Se Serer 595,329 00 787,837 38 794,809 00 
Real estate, dic.,......... 64,770 46 31,069 83 592,447 19 
Cash items, 12,610 41 38,166 29 64,376 02 
Other resources, 87,752 54 76,280 14 865,797 92 


$2,733,555 84 $3,348,837 80 $13,811,190 80 


Capital, hens 659,000 00 719,645 00 4,005,500 00 
Safety fund, 452,327 28 433,700 00 56,778,448 00 
Circulation, = 541,287 00 665,678 00 6,362,705 00 
Due to banks, 91,377 95 426,630 10 952,180 80 
Deposits, 868,012 10 982,271 85 2,156,433 14 
Dividend unpaid,....... 8,775 97 18,199 00 70,209 00 
Contingent fund, é&c.,...... 95,983 85 17,347 34 _ 299,371 99 
Discount, &¢.,......004 00 25,624 10 12,080 46 1,036 14 
Bills payable,....... ... 4,200 00 4,000 00 19,015 54 

1,017 56 qa 20,320 41 
Other liabilities,.,....... nee 8,160 05 63,655 17 


Total,......e00..2- $2,783,555 84 $3,343,337 80 $13,811,190 81 


Uncurrent Money.—The following are the brokers’ rates for uncurrent money : 
Discount, 
New-York State,...........00 —@ 
New-England,........0+se0+.—@ } 
New-Jersey,.....sseeceeseees —@ FRIAR js 6 0:50:66 t00'0 0606<000 
Philadelphia,............. «+e —-@ Kentucky,......2.:eeeseeeee 
Pennsylvania Country,........ —@ Indiana Free Banks,......-..- 
Baltimore, Cd rrvecoeccrs = @ Illinois and Wisconsin,......-- 
Maryland,......csusccsccesees —@ Missouri,...0.s00ssscec-coees 
Virginia,..... Keesbacciaes ---—@ Tennessee,...cccecsscee cosrs 
North Carolina,...........00. CONNER. 6 cccescscescntivens 
South Carolina,...... cecececs Buston checks,........e0e++ ° 
Georgia,......... Ter are er Baltimore checks,.........+++ 
New-Orleans,.......... Philadelphia checks,........ - 
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PRIVATE BANKERS. 


New-Yorx —The suspension of Messrs. Morse Brotners, Bankers, 27 Wail-street, 
was announced on the 4th November. The firm has made an assignment to Mr, 
Cuartes A. Mees, of the firm of Mees & Greenear, for the benefit of creditors, 
Liabilities about $50,000. 

New-York City.—The firm of Decorrer & Co., long and favorably known in Wall- 
street as bankers and brokers, has dissolved, the senior member retiring. The 
business will be continued under the firm of Weston, Dortrc & Co, The members 
of the new house are Epwarp Weston, H. Tuzo. Dortic, Geo. H. Weston and Frep. 
S. Desititer. 

Miyyesora,—The house of Wrnstrr & Lake is now merged in the Winona County 
Bank. Collections will be made by the bank, as formerly by the firm, throughout 
Wisconsin, lowa and Minnesota, 

CixcinnatL—The copartnership of Messrs, W. M. F. Hewson, Wa. Hotmes, James 
C. Hatt, heretofore existing under the style of Hewson & Hotmes, was dissolved on 
the lst November. Mr. W. M. F. Hewson, of the late firm, will continue the commis- 
sion, stock and bill brokerage business, at their old office. 

Suagestion.—Bankers in the interior should keep their New-York account with a 
bank, in preference to a private banker. For this reason: all checks upon banks are 
passed through the Clearing House, and are thus collected without trouble or risk, 
while every check upon an individual firm must be presented at its counter for 
payment, which requires time; the holder being compelled to wait until the banker 
fills up his own check on his own bank. More time is consumed in collecting five 
checks upon private bankers, than five hundred upon banks. When we reflect that 
the daily exchange operations through the Clearing House are twenty-five or thirty 
millions of dollars per day, the economy of time and labor saving are very obvious, 


FAILURES IN NOVEMBER. 


Yew- York.—The unusual occurrence of a heavy failure in South-street was an- 
nounced Nov. 15, in the suspension of Messrs, Srate & Co., (formerly Siatr, Garpner & 
Howe1t,) in the New-Bedford Oil and California trades, The liabilities are stated to 
be $300,000. The difficulty was wholly unlooked for in business circles, as the house 
stood in fair credit, and their single-name paper was current up to the last week. 
The senior partner was a director in the Manhattan Company. The liabilities of 
the house are not yetstated. Their losses are attributed to the California trade. 

The suspension of several gentlemen, shareholders in the Kerosene Oil Co., was 
announced on Tuesday, November 14. It appears that certain parties, some of whom 
are well known persons of wealth, undertook the erection of buildings for the oil 
company in Brooklyn, and the contracts for the supply of Scotch coal that furnishes 
the raw material from which the oil is extracted. The joint paper of these gentle- 
men has been somewhat abundant during the last few weeks, the buildings in 
Brooklyn costing nearly $400,000, and the contracts for coal reaching nearly as 
much more. In spite of their means and credit, the drawers have been unable to 
meet this paper as it matured, and it has at last gone to — The names in- 
volved are Messrs. L. De.monico, (the well known kotel keeper, supposed to be 
worth nearly a million of dollars,) Purto T. Ruactes, Eacte & Hazarp, and Davip 
Austen, Jr. We believe the drawers only ask an extension, and feel quite sanguine 
about the ultimate success of their operations. Tie Kerosene Oil Company is not 
involved in the protest, although the joint obligations under Po were undoubt- 
edly issued to facilitate its operations, and the company will continue the regular 
manufacture and supply of oil as heretofore. It is claimed that there is nothing to 
create any distrust as to the value of the discovery, or the profits of the business, 
and that the hitch in the financial arrangements is solely the result of an insufficient 
floating capital, to maintain the large operations for which these gentlemen have 
made themselves responsible. 
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Notes on the Monep Market. 


New-York, November 26, 1859. 


Exchange on London, at Sixty days’ sight, 1094 @ 110 premium. 


Write the money market has been quiet and easy during the month, there has been an 
unusual number of heavy failures These have taken place among the produce houses and in the 
leather trade. Information from Iowa, Minnesota and Wisconsin, lead to the belief that the banking 
facilities in those States are much curtailed; and that the rates for money are for the present very 
high, The great benefits, which it was supposed would follow a large grain crop in the West, have 
not yet been realized. The course of exchange on New-York city throughout the States named, as well 
as at Chicago, Galena, &c., indicates the scarcity of money. Gold is freely arriving at New-York 
from the West. 

The money market in the Atlantic cities remains very easy. The banks of this city have enlarged 
their discount line over four millions since our last monthly report, while the specie reserve is one 
million less. The lowest rates for loans “ on call” at present are 5 @ 5}¥ per cent., with occasional 
transactions in business paper, short dates, at 6 @ 6}¢ ; ranging from this to 7 @ 734 for strictly first 
class paper. 

We annex the following as the current quotations at this date, as compared with August, Septem- 
ber and October : 

Aug. 24. Sept. 25. Oct. 25. Nov. %. 
Per cent. Per cent. Per cent. Per cent. 
First class paper, 60 days to 4 months, 6% @ 7 6% @ 7 6 @T 6 @b&K 
* single names, 3 to4 months,..... 7 @ 8 7 @8 7 @s ™ @i% 
“ endorsed, 6 months, 7 @ T¥ 7 @9 7 @s8 6% @T% 
Loans on call, with State bondsas collateral, 6 @ 7 5 @T 5 @6 5 @6 
bd with rail-road sharesas collateral,. 7 @10 7 @10 7 @10 7 @w 


The banking movements of the city since January last are indicated in the following bank summary 
for this city: 

1859. Toans, Circulation. Deposits. Sub-Treasury. Bank Specie. Total Specie. 
Jan. §,.... $ 128,538,000 $7,930,000 $92,826,000 $4,202,200 $28,899,800  $ 32,602,000 
Feb. 5,.... 130,442,000 7,950,000 91,965,000 8,103,000 25,991,000 84,095,000 
March 5,.... 125,221,000 8,071,000 83,400,000 7,145,900 26,799,900 83,915,800 
March 28,.... 127,751,000 7,998,000 86,343,000 8,045,000 25,182,000 83,227,000 
April 2,.... 128,702,000 8,221,000 87,737,000 7,186,000 25,732,000 82,918,000 
May sees 129,519,000 8,804,000 88,872,000 6,481,900 26,086,600 82,568,500 
June «ses 125,006,000 8,427,000 82,578,000 4,327,100 23,728,300 28,055,400 
July «eee 122,401,700 8,365,700 78,132,600 4,900,700 22,491,600 27,392,300 
August 6,.... 118,938,000 8,623,000 72,524,000 5,341,000 20,083,800 25,424,800 
Sept. jee. 118,184,000 8,373,000 73,155,000 4,877,200 21,478,200 26,255,400 
October 1,.... 118,208,000 8,337,000 70,812,000 5,230,400 19,259,100 24,489,500 
October 8,.... 117,211,000 8,585,000 69,501,000 4,719,100 19,493,100 24,212,200 
October 15,.... 117,289,000 §,463,000 70,091,000 4,648,500 19,651,200 24,299,700 
October 22,.... 117,317,000 8,411,000 71,567,000 4,703,300 20,907,000 25,610,300 
October 29, ... 118,414,000 8.276,000 73,083,000 4,850,700 21,248,900 26,099,600 
Nov. 5,.... 120,113,000 8,627,000 73,673,000 4,608,700 20.228,300 24,837,000 
Nov. 12,.... 121,096,000 8,413,000 74,639,000 5,094,600 20,186,900 25,281,500 
Nov. 19,.... 121,520,000 8,258,000 74,673,000 5,700,000 19,743,300 25,443,300 

The more active movement in commercial affairs is shown in the enlarged volume of exchanges 
through the Clearing House, These in the iast seven weeks of October and November have amount- 
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ed in the aggregate to $943,761,000, an average of about $22,400,000 per day, whereas the average 
of late years has been, 

eeoee $19,104,504 1856-7,....... sedboerscscedonasione $ 26,968,371 

é 17,423,052 1857=-8,..000-cccsce 15,393,785 

22,278,107 1858-9,...ccccccces seeeee 20,867,883 


For full particulars on this subject we refer to our November No. pp. 890, 891. 

Leading discount houses report very prime lists of indorsed bills, 90 days to 6 months, at 63 @ 7 
per cent., and shorter dates, in the shape of prime 60 day acceptances, at 6 per cent., with exception- 
al cases at 534 percent. Demand loans to the stock brokers’ rate, 5 @ 6 per cent, find private 
lenders, and 6 per cent. at bank, with only a moderate employment to-day, The bill brokers are 
borrowers to some extent on pledge of their receivables at from 6 to 7 per cent. 

There has been no especial change in foreign bills during the month of November. There isa 
slight decline this week to 110 for sterling bills, which is the outside price for bankers’ signatures. 
Southern bank bills endorsed, have sold at 97%. Sterling bills (bankers) are firm at 110, with a lim- 
ited business, but no concession is made in the absence of other bills. Should the demand increase, 
rates will rise. Commercial bills, prime, have sold at 974 @ 934, and we hear of very good com- 
mercial, on London direct, at 93g net. The demand is good for bills on Paris, at 5.1334, and en- 
dorsed Southern at 5.15 have been sold. Commercial bills are sold from 5.16% @ 5.1744. General 
business at present prices dull. We annex the comparative quotations since the close of August: 


Aug. 26. Sept. 26. Oct. 26. Noo, 25. 

On London, 60 days, bankers’ bills,...... 109% @110 1103(@1103¢ 110 @i10% 109%@110 
Do. do. mercantile bills,... 1093@109% 1093¢@1101¢ 109%@110  1093%@109% 
Do. do. with bills oflading, 109 @1093¢ 109 @1094¢ 109 @109% 109 @109% 
On Paris, do. bankers’ bills,..... 5.174@5.15 5.15 @b5.12¥¢ 5.15 @5.123¢ 5.15@5.183% 
On Amsterdam, 69 days, per guilder,.... 424%@ 424 424@ 424 424@424% 42 @ 42% 
On Bremen, do. perrixdollar,.. 794@ 79% T94@ 796 T%M@ 9% TWY@ 9% 
On Hamburg, do. permarebanco, 37 @ 37% 38746@ 31% 35%@ 873g 387 @ 87% 


In State loans there have been no special changes during the month of November. There is a steady 
demand for six per cents of Virginia, Tennessee, Missouri, &c., at current quotations, The supply of 
Missouri bonds has been larger than usual, owing to the sales for account of Western banks that are 
withdrawing their circulation. United States six per cents are steady at 1083¢ @ 109 ; five per cents, of 
1874, 1083, @ 104; Pennsylvania five per cents are held at 923¢ @ 93%. There have been no recent 
operations here in Ohio, Georgia or North Carolina sixes, which are seldom offered. The local de- 
mand at home for these bonds is quite equal at all times tothe supply. Maryland sixes are quoted 
10414 @ 105; Illinois sixes, 101 @ 103; New-York State, long sixes, 110} @ 112; Alabama sixes, 
88 @ 91. We annex the current quotations for State bonds in this market since the first of Octo- 
ber, 1859: ’ 

Oct. 7th. 4th. est, 28th. Nov. 4th, 11th. 18th, 
U.S. 6 per cents, 1867-8,..... 103 109 1033 «=: 108% os 108 1084 
U.S. 5 per cents, 1874,....... 10234 1014 103 1033 103% 108% 103% 
Ohio 6 per cents, 1836,...... 107 105107 107 107 107g =: 108 
Kentucky 6 per cents, 103 1033g 108 1033¢ 10344 104 104 
Indiana 5 per cents, 85 854g «85 85g 8516 8534 866 
Pennsylvania 5 per cents,.... 929 92% 935 933 934g 9344 933% 
Virginia 6 per cents, 94% «OAK 95 9436 941¢ 93.5¢ 
Georgia 6 per cents, 100 =. 100 101 99 102 100 
California 7 per cents, 1877,.. 884% 84% 837¢ 843g 839% 814g 
North Carolina 6 per cents,.. 9634 96g 973g 97 97 93 
Missiouri 6 per cents, 84% 847% 85 853¢ 841¢ 843% 
Louisiana 6 per cents,..... 92 92 936 93 9334 94 
Tennessee 6 per cents, 894% 6894 90 90% 90% 903% 


The principal feature in the rail-road share market of the month has been the sudden rise in Pana- 
ma shares. These ranged in the summer from 117 to 119, but have within a few days advanced to 
135 @ 133. The accumulating business on this road is such as to secure ample dividends to share« 
holders. The intercourse between the Atlantic States and California is every month assuming fresh 
importance, and must furnish to this company a still larger business than heretofore. The shares of 
the Baltimore and Ohio Rail-Road Company have also advanced materially during the month. 
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Sales have been made at 6234, against 56 @ 593¢ for some weeks previously. Michigan Southern 
Rail-Road shares, preferred, are held at 1734 @17% ; common shares, 634 @ 6% ; Little Miami, 86 
@ &8 ; Macon and Western, 97 @ 100; Pennsylvania Central, 753 @ 76; Milwaukie and Mississip- 
pi, 4@ 444; New-Jersey, 188 @ 133; New-Haven and Hartford, 1243¢ @ 1253g. City rail-road 
shares are held at bigh rates, and in more active demand, viz.: Brooklyn City lail-Road Company, 
116 @ 118; Second Avenue Rail-Road Company, 101 @ 102; Third Avenue Rail-Road Company, 
150; Sixth Avenue Rail-Road Company, 140 @ 150. The monthly receipts are not yet sufficient to 
inspire fresh confidence in Western rail-road shares generally. 

We annex the ruling rates on leading rail-road shares for the past eight weeks. Those marked 
with a star pay no dividends this year: 


Oct.7th, 14th. 21st. 28th Nov. 4th. 11th. 18th, 5th. 
N. Y. Central R. R.shares,.. 787% 80% 80% 803g 8144 801¢ 803¢ 81% 
*N. Y. and Erie R. R. shares, 43 5 6% 6% 1% 1 1% 9% 
*Harlem R, R. shares, 9% 9% 9% 10 10% 9% 10 10% 
*Reading R. R. shares,....... 40% 884% Ss 88 88 885% 88% 87% 89% 
*Hudson River R. R. shares,.. 35 85% 353¢ 86 86% 873% 8934 41% 
*Mich, Central R. R. shures,.. 433¢ 4255 424 41 415% 414 41 41% 
*Mich. Southern R. R. shares, 5 4¢ 4% 4% 6% 6% 65 6% 
Panama R. R. shares,....... 1173 119% 1233 124 122% =: 128 181 188% 
Balt. & Ohio R. R. shares,... 59 59% 56% 57 wily 57% 60 61% 
*Ilinois Central R. R. shares, 6634 68 6746 65% 64% 6334 61 60 
*Cleveland and Toledo K. R., 20% 20 1934 19% 8=6.21% 20% 2046 20% 
*Chicago & Rock Island R.R., 6434 6442 63g 625, 63% 63% 68 63% 
*Galena & Chicago R. R. sh’s, 72 73% 74% 72% 785g 723% 72 72% 


In rail-road bonds the leading feature of the month of November has been the rapid rise in Erie 
securities. The stock having risen to 9 @ 10, sales were made this week of first mortgage bonds at 
90 @ 91; second mortgage, §2 @ 83; third mortgage, 73 @ 75; Pacific rail-road bonds, seven per 
cent (Missouri) guaranteed, 85 @ 86; Hudson River, second mortgage, 99 @ 9934 ; New-York Cen- 
tral sevens, 10234 @ 108; Chicago and Rock Island, first mortgage, 9234 @ 94; Galena and Chica- 
g0, 9346 @ 94 ; Michigan Central, 88 @ 8834 ; Michigan Southern, 66 @ 70. 

We continue our quotations of market values of rail-road bonds and miscellaneous securities since 
the first week in October. Those with a star pay no dividend at present : 


Oct 7th. 14th. 21st, 28th. Nov. 4th. 11th, 18th, 25th. 

*Erie Rail-Roed 7’s, 1859,...... 75 73 73 74 15 74 15 
*Erie bonds, 1875, as 17 24 223g 24 24 25 
*Erie Convertibles, 1871, a 17 24 2216 25 24 

Had. Riv. R R, 1st mortgage,. 103 102 102% 102% aa 1024 

Panama Rail-Road bonds,....  .. 100 - on oe 100 

Illinois Central 7’s,........ -. S44 85g 85g 85 843% 854 

New-York Central 6's, 98 98 934% 984 94 #891 
*Canton Company shares,...... 17 17% 17% 18% 18 17% 
*Pennsylvania Coal Co., 82 821¢ 81g 82 83 82 
*Cumberland Coal Co., 12% 12149 13% 145 133¢ 

Del. & Hudson Canal Co.,.... 94% 9435 9446 97 96% 
*La Crosse Land Grants, 14% 14 15 és 11 

Pacific Mail Steamship Co.,... 7134 74 mM% 10% 73% 


The banking movements of the leading cities at the latest dates were as follows: 


Capital, Loans, Spe te. Circulation, Deposits. 
gecececcccces $68,933,000  $121520.000  $19,743.000 $8,283,000 $74,673,000 
eosseee 85,931,000 59,483,000 5,045,000 6,816,000 19,555,000 
Philadelphbia,.......... | 11,640.000 25,401,000 4,755,000 2,654,000 14,978,000 
New-Orleans,.......... 24,489,890 50,276 0v0 12,226,000 9,707,000 18,481,000 
Baltimore,....... edesas 10,266,000 18,333,000 2,717,000 2,972,000 7,520,000 


The Receiver of the N. Y. and Erie Rail-Road Co. gives notice, that pursuant to an order of the 
Supreme Court, he will pay, on presentation of the coupons, at his office, on and after Saturday, the 
8d day of December next, the interest on the first mortgage bonds of the New-York and Erie Rail- 
Road Company, which became due on the Ist of May, and on the Jst of November, 1859. 





